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level of the initial registration fee for 
associated persons of such broker- 
dealers from $35 to $50. [S7-%.2; 
Comment Period Expires October | 
24, 1980.] 





VOLUME FOUND IN DOCKET 


WOON DOL WNHE 


VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 
VOL. 


S.No: 1 
5, No. 1 
6, No. 3 
6, No. 1 
6, No. 2 
7, No. 8 
8, No. 1 
9, No. 1 
10, No. 
11, No. 
12, No. 
13, No. 
14, No. 
15, No. 
16, No. 
17, No. 
18, No. 
19, No. 
20, No. 


5 
6 


5 
0 


5 

1 

11 

9 

12 

11 

12 

12 

10, p. 647 
7, p. 467 
6, p. 349 
7, p. 529 
9, p. 685 


DATED 
12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 
11/29/77 
4/25/78 
9/12/78 
1/16/79 
5/15/79 
9/13/79 
2/19/80 
7/22/80 


OPINION 





Order dismissing proceedings 
34-17136 STEVEN S. MITCHELL, ET AL. 


Proceedings against nine respon- 
dents dismissed on ground that 
charges were not sustained. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17156/September 19, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PHILADELPHIA STOCK EXCHANGE, INC. 
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File No. SR-Phlx-80-23 


The Philadelphia Stock Exchange, Inc. submitted on 
September 15, 1980, a proposed rule change under 
Rule 19b-4 to modify its policy concerning the 
intervals at which options exercise prices are fixed 
and the introduction of new options series. 
Specifically, the policy, as modified, would provide 
that for underlying securities trading below $100 per 
share exercise prices generally would be fixed at 5 
point intervals, and for securities trading above $100 
per share exercise prices generally would be fixed at 
10 point intervals. The policy, as modified, also 
would provide that a new options series could be 
added when the market price of the underlying 
security equaled the highest or lowest existing 
exercise price in a particular options series. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 22, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
deggting to make written comments should file six 


copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Phix-80-23. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 

Regulation pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17157/September 22, 1980 


A order has been issued granting the application of 
the Pacific Stock Exchange, Inc. to strike the call 
option contracts of LUCKY STORES, INC. from listing 
and registration thereon. 





SECURIES EXCHANGE ACT OF 1934 
Release No. 17158/September 22, 1980 


File No. SR-NASD-80-10 
NASD OPTIONS PROPOSAL 
ACTION: Extension of comment period. 


SUMMARY: The Commission has published notice 
of a proposed rule change submitted by the National 
Association of Securities Dealers to amend its rules 
to provide for the over-the-counter trading of 
standardized options. In view of the significant and 
novel issues raised by the proposal the Commission 
has determined to extend to November 28, 1980 the 
period for public comment. 


FOR FURTHER INFORMATION CONTACT: 


Stuart Strauss, Esq. or Pat Payne, Esq. 
Division of Market Regulation 

500 North Capitol St., N.W. 
Washington, D.C. 20549 

(202) 272-2405 or (202) 272-2841 


SUPPLEMENTARY INFORMATION: Pursuant to 
19(b)(2) of the Securities Exchange Act of 1934, 15 
U.S.C. 78s(b)(2) (the “Act’), and Rule 19b-4 
thereunder, the National Association of Securities 
Dealers, Inc. (“NASD”) submitted on June 12, 1980 
a proposed rule change to provide for the over-the- 
counter trading of standardized options. Notice of 
the proposed rule change was given by Securities 
Exchange Act Release No. 16979 (June 15, 1980) 
which was published in the Federal Register on 
August 11, 1980 (45 FR 53295). The purpose of this 
release is to extend the comment period on the 
NASD proposal to November 28, 1980. The NASD 
options proposal raises a number of significant 
issues pertaining to the regulatory environment in 
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which standardized options are traded. The proposal 
would for the first time provide for standardized 
options trading in the over-the-counter market. The 
NASD proposal also raises the question of whether it 
would be appropriate to permit a broker-dealer 
simultaneously to act as a marketmaker in both an 
option and the security underlying the option. 
Moreover, the proposal raises the question of 
whether marketmakers in options on securities 
traded exclusively over-the-counter should be 
required to assume affirmative and negative 
marketmaking obligations. Additionally, the NASD 
proposal raises a number of market surveillance 
issues, since the establishment of an over-the- 
counter market for the trading of standardized 
options may provide new opportunities for price 
manipulation and misuse of market information. 


Accordingly, the Commission believes that the 
comment should be extended in order to ensure an 
adequate opportunity for all interested persons to 
comment upon these specific issues raised by the 
NASD proposal. 


All interested persons are invited to submit in 
writing, no later than November 28, 1980, 25 copies 
of their views concerning the proposed rule change 
to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. All communications 
should refer to File No. SR-NASD-80-10 and will be 
available for public inspection at the Commission’s 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17159/September 22, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE NATIONAL SECURITIES 
CLEARING CORPORATION 
(File No. SR-NSCC-80-27) 
The National Securities Clearing Corporation 


(“NSCC”) submitted on August 29, 1980, a proposed 
rule change amending its fee schedule. 
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The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 29, 1980. Interested persons are invited 
to submit written data, views and arguments 
concerning the submission within twenty-one days 
from the date of publication in the Federal Register. 
Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NSCC-80-27. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 


Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17160/September 23, 1980 


In the Matter of 

PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 

San Francisco, California 94104 


(SR-PSE-80-8) 


ORDER APPROVING PROPOSED RULE CHANGE 


SEC DOCKET/1551 





On May 27, 1980, the Pacific Stock Exchange 
Incorporated (“PSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’”) and Rule 19b-4 thereunder, copies of a 
proposed rule change to clarify the obligations of 
Order Book Officials for executing orders, to base 
maximum market marker spreads on the current bid 
rather than last sale price and to adopt or amend 
several Options Floor Procedure Advices. ! 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16890, 
June 11, 1980) and by publication in the Federal 
Register (45 FR 41748), June 20, 1980). No written 
statements with respect to the proposed rule change 
were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6, and the 
rules and regulations thereof. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Niarket 
Regulation pursuant to delegated authority. 


George A. Fitzsimrnons 
Secretary 








‘An amendment was filed with the Commission by 
the PSE on September 10, 1980 which withdrew the 
proposed revision of the exchange floor, and also 
made certain technical changes to the original filing. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17161/September 24, 1980 


In the Matter of 


CONSOLIDATED TAPE ASSOCIATION 
11 Wall Street 
New York, New York 10005 


ORDER APPROVING PROPOSED AMENDMENT TO 
THE CONSOLIDATED TAPE PLAN 


On July 2, 1980, the Consolidated Tape Association 
(“CTA”) filed with the Commission, pursuant to 
Section 11A(a)(3)(B) of the Securities Exchange Act 
of 1934 (“Act”)! and Rule 11Aa3-1 thereunder,? 
copies of a proposed amendment (“Amendment”) to 
the Joint Industry Plan (“Plan”) governing the 
consolidated transaction reporting system 
(“consolidated system”). The Amendment provides 
that vendors could retransmit, on a current and 
continuing basis, the data stream of transaction 
reports contained in the consolidated system for 
purposes of creating a moving ticker display. The 
Amendment also modifies the CTA’s schedules of 
charges in order to reflect the fees to be paid by 
subscribers who receive retransmitted information. 
The Amendment is designed to conform the Plan to 
requirements of Rule 11Aa3-1 under the Act.? 


Notice of the proposed Amend was given by 
issuance of a Commission Release* and by 
publication in the Federal Register.° In addition, the 
Division’s staff mailed copies of the Amendment to 
the current vendors of securities information. 


In adopting Rule 11Aa3-1, the Commission stated its 
belief that the ticker networks provided valuable 
services to the investment community and should 
be preserved, and that a subscriber charge would 





115 U.S.C. §78k-1(a)(3)(B). 

217 C.F.R. §240.11Aa3-1. 

3See Securities Exchange Act Release No. 16589 
(February 19, 1980) (“Rule 11Aa3-1 Adopting 
Release”), 45 FR 12377. 


“Securities Exchange Act Release No. 17019 (July 
29, 1980), 20 SEC Docket 845 (July 29, 1980). 


545 FR 51679 (August 3, 1980). 
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ensure the continued existence of the networks. The 
Commission did not, however, prescribe the level of 
fees to be charged, but deferred that decision 
pending the receipt of an appropriate amendment to 
the CTA Plan. In light of the absence of any adverse 
comment by vendors on the proposed amendment, 
the Commission believes that it is appropriate to 
approve the amendment. Therefore, the 
Commission, having due regard for the purposes of 
the Act, including the public interest, the protection 
of investors, the maintenance of fair and orderly 
markets, and the need to remove impediments to, 
and perfect the mechanisms of, a national market 
system, has declared the Amendmenteffective as of 
the date of this release. 


IT IS THEREFORE ORDERED, pursuant to Section 
11A of the Act and Rule 11Aa3-1 thereunder, that 
the above-mentioned proposed Amendment be, and 
hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority.® 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17162/September 24, 1980 


[Release No. 34-17162; File No. S7-852] 


PROPOSED INCREASE IN FILING FEE FOR 
ASSOCIATED PERSONS OF NON-MEMBER 
BROKER-DEALERS AND AUTOMATION OF SECO 
EXAMINATION 


ACTION: Notice of proposed rulemaking. 


SUMMARY: The Commission is proposing for 
comment an amendment to Form U-4, a personnel 
form filed by non-member broker-dealers 
concerning their associated persons, to raise the 
level of the initial registration fee for associated 
persons of such broker-dealers from $35 to $50. It 
has been the Commission’s experience that 





®See Pub. L. No. 87-592, 76 Stat. 394 (15 U.S.C. 
§78d-1); 17 C.F.R. §200.30-3(a)(27). 
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maintaining assessments and fees for non- 
members at rates or levels comparable to those 
imposed by the National Association of Securities 
Dealers, Inc. (the “NASD”) upon its members has 
generated revenues which have reasonably 
approximated the costs to the Commission of 
administering the regulatory program for non- 
member broker-dealers. The increase in the Form U- 
4 filing fee, therefore, will set the level of the initial 
registration fee for non-member broker-dealers at 
the same level as the corresponding fee presently 
imposed by the NASD on its members. In addition, 
the Commission today announced the 
administration of the SECO General Securities 
Examination on an automated format. The NASD, 
which currently administers the SECO examination 
for the Commission, suggested conversion of the 
SECO examination to the automated system. The 
new examination format will begin October 31, 
1980. The Commssion believes that the conversion 
will provide substantial advantages over the 
traditional paper and pencil format. 


DATE: Comments must be received by October 24, 
1980. 


ADDRESSES: All comments should refer to File No. 
S$7-852 and be sent in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Copies of all written submissions will be 
made available for public inspection at the 
Commission’s Public Reference Room, Room 6101, 
1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 


Frank Ramirez 

Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street, N.W. 
Washington, D.C. 20549 

(202) 272-2839 


SUPPLEMENTARY INFORMATION: Section 15(b)(8) 
of the Securities Exchange Act of 1934 (the “Act”) 
[15 U.S.C. 780(b)(8)] requires that the Commission, 
by rule, establish and levy such reasonable fees and 
charges as may be necessary to defray the costs of 
additional regulatory duties required to be 
performed with respect to registered broker-dealers 
who are not members of a registered national 
securities association (‘non-member broker- 
dealers” or “SECO broker-dealers”) and their 
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associated persons.' Pursuant to that Section, the 
Commission adopted Securities Exchange Act Rules 
15b8-1 [17 CFR 240.15b8-1] and 15b9-1 [17 CFR 
240.15b9-1] which require SECO broker-dealers to 
file Form U-4 [17 CFR 249.502], a personnel form 
concerning associated persons engaged in 
securities activities on behalf of the broker-dealer 
and to pay to the Commission the fee prescribed by 
the Form. Rule 15b8-1 also requires that every 
associated person engaged directly or indirectly in 
securities activities for or on behalf of a SECO broker- 
dealer, and every associated person who supervises 
others engaged in such activities, must successfully 
complete a general securities examination and pay a 
reasonable fee to defray the costs of its 
administration. 


Section 15(b)(7) [15 U.S.C. 780(b)(7)] specifically 
authorizes the Commission to cooperate with 
registered securities associations and _ national 
securities exchanges in devising and administering 
tests. In addition, that Section authorizes the Com- 
mission to require registered brokers or dealers and 
persons associated with such brokers or dealers to 
pass tests administered by or on behalf of any such 
association or exchange and to pay such association 
or exchange reasonable fees or charges to defray the 
costs incurred by such association or exchange in 
administrating such test.’ 


This release invites comment on a_ proposed 
amendment to Form U-4 which would set the level of 
the initial registration fee imposed by the 
Commission upon associated persons of SECO 
broker-dealers at $50, the same level as the 
corresponding fee presently imposed by the NASD 
upon its members. This release also provides notice 
that, as of October 31, 1980, the SECO General 
Securities Examination (the “SECO examination”) 
will be administered using an automated format. 


Proposed Amendment to Form U-4 


The initial registration fee imposed upon associated 
persons of SECO broker-dealers is intended to defray 
the Commission’s cost of administering the SECO 
program. Since fiscal year 1976, the levels or rates of 
SECO fees and assessments have been the same as 
corresponding fees and assessments levied by the 
NASD on its members. It has been the Commission’s 
experience that maintaining annual SECO 
assessments and specific SECO fees at rates or 
levels comparable to those imposed by the NASD 
has generated revenues which have reasonably 
approximated expenditures incident to the 
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administration of the SECO program. The 
Commission, therefore, proposes to amend Form U- 
4 to set the level of the initial registration fee for 
associated persons of SECO broker-dealers at $50, 
the same level as the corresponding fee presently 
imposed by the NASD on its members. 


The Commission has explained, in connection with 
determining annual assessments for SECO broker- 
dealers, that there are both legal and pragmatic 
justifications for setting SECO assessments at the 
same level as corresponding assessments imposed 
by the NASD on its members.’ A similar rationale 
applies generally to specific fees.* The Commission, 
of course, recognizes the statutory mandate that 
SECO fees and assessments be reasonable and that 
they be used to defray the costs of administering the 
SECO program. To determine whether the rates of 
specific fees, which include Form U-4 filing fees, 
bear a reasonable correlation to the applicable costs 
incurred by the Commission in administering the 
SECO regulatory program, the Commission will 
review the level of such fees when it periodically 
collects and analyzes cost data on the SECO 
program. If such a cost analysis discloses a 
significant variance between the fees collected and 
the costs incurred in administering the relevant 
portion of the SECO program, the Commission will 
invoke its authority under the Act to adjust the rates 
or levels of SECO fees. 


The Commission, therefore, believes that an initial 





‘A non-member broker or dealer who is a member of 
a national securities exchange may, under limited 
circumstances, be exempt from this provision. See 
Securities Exchange Act Rules 15b9-1(e) and 15b9- 
2(e)(3) (17 CFR 240.15b9-l1(e) and 17 CFR 
240.15b9-2(e)(3)). 


*Section 15(b)(7), formerly Section 15(b)(8), was 
redesignated by the Securities Exchange Act 
Amendments of 1975, Pub. L. No. 94-29 (June 4, 
1975). 


3Securities Exchange Act Release No. 
(August 3, 1979), 44 FR 47953. 


16080 


‘See H. Rep. No. 1418, 88th Cong. 2nd Sess. 12 
(1964); and see, Statement of policy of the Director 
of the Division of Trading and Markets Regarding the 
Comparability of NASD and SECO Regulation at 1, 
Securities and Exchange Act Release No. 9420 
(December 20, 1971). 
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registration fee comparable to the corresponding 
NASD fee is reasonable in order to defray the costs of 
SECO regulation. Accordingly, the Commission 
proposes to set the SECO initial registration fee for 
associated persons of SECO broker-dealers at the 
same level as that imposed by the NASD on its 
members, which reflects an increase in the fee from 
$35.00 to $50.00. 


Administration of SECO examination on the PLATO 
system 


1. Background 


Section 15(b)(7) of the Act authorizes the 
Commission to “cooperate” with the NASD in 
devising and administering examinations. The 
Commission in 1965 announced that it had 
arranged with the NASD to have the NASD 
administer SECO examinations.® This arrangement 
provides that persons associated with SECO broker- 
dealers are charged examination fees comparable to 
those charged for persons associated with NASD 
members. The current fee is $40 per examination.® 


The NASD, in a letter to the Commission dated April 
3, 1980, suggested conversion of the SECO 
examination to an automated format, the PLATO 
system, for which service it will collect the present 
$40 testing fee without rebating to the Commission 
any portion of the fee.’ 


The Commission believes that there are significant 
advantages to be realized in converting the SECO 
examination to the PLATO system. In particular, the 
PLATO system provides a substantial improvement 
in the integrity of the examination process. It also 


facilitates the process of examination 
administration. Accordingly, beginning October 31, 
1980, the SECO examination will be administered on 
the PLATO system. 


2. System Description 


PLATO is a time-sharing system capable of 
delivering a wide variety of programs to remote 
visual display terminals located in learning centers 
owned and operated by Control Data Corporation.® 
The system has been modified to serve asa medium 
for delivering the types of qualifications 
examinations utilized by the NASD and other 
securities industry self-regulatory organizations. 
The PLATO system enables the NASD to enter a bank 
of examination questions into the system and to 
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program the computer to generate a unique 
examination of equivalent difficulty for each 
candidate. A more detailed description of test 
administration on the PLATO system is outlined in 
the sections which follow. 


a. Enrollment 


After receiving a candidate’s examination request 
form and appropriate fees, the NASD will enroll the 
candidate on the PLATO system. Enrollment must 
occur in order for a candidate to sit for an 
examination on the system. After a candidate has 





SSecurities Exchange Act Release No. 7695 
(September 7, 1965). 


®On August 28, 1979, the Commission approved a 
new schedule of fees and assessments for NASD 
members (SR-NASD-79-7). It provides, in part, that 
the fee required of applicants to take the NASD 
principal or registered representative qualification 
examinations is $40, rather than the $30 fee 
previously charged. Since October 1, 1979, 
applicants to take the SECO examination also have 
been charged $40. 


7The NASD presently rebates to the Commission $15 
per examination, less an administrative fee for the 
program of $2500. This rebate scheme was devised 
to assure that SECO broker-dealers defray only the 
actual costs incurred by the NASD in administering 
the SECO examination program. 


8The PLATO system is administered by Control Data 
Education Company, a “service” of Control Data 
Corporation (“CDC”). CDC learning certers are 
operating in the NASD cities where 90% of NASD 
examinations are conducted. There are current, 
seventy-two CDC learning centers which service 
fifty-six metropolitan areas in thirty-six states and 
the District of Columbia. Learning Centers are open 
from 8:30 a.m. to 5:30 p.m., Monday thru Friday. 
Some are open evenings and weekends. 


°The PLATO system is capable of producing hard 
copy examinations for use in paper and pencil 
examinations when unusual circumstances do not 
allow the use of termine! facilities by the candidate. 
Such paper and pencil examinations will be given 
when candidates are unable to use the PLATO 
system because of physical disabilities or religious 
beliefs, and when a test is given in a city where no 
learning center is located. 
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been enrolled on the system, a confirming notice will 
be sent to the sponsoring firm. This notice will 
identify the candidate, the qualification examination 
for which the candidate has been enrolled, and the 
expiration date of the enrollment. The expiration 
date will be 90 calendar days from the date the 
enrollment is entered into the system. If a candidate 
does not sit for the examination during this period, 
he may be re-enrolled in the system only upon 
receipt by the NASD of another testing fee and the 
appropriate request form. 


b. Appointment Scheduling 


Together with the enrollment confirmation notice 
sent to the firm, the NASD will include a schedule of 
CDC learning centers at which the examination can 
be taken. The candidate must call a learning center 
in order to make an appointment to sit for the 
examination. Unless otherwise requested by the 
candidate, appointments will be scheduled within 
five business days from the date the appointment 
request is received by Control Data. An appointment 
will not be made for a candidate who is not enro!led 
on the system or for a candidate requesting an 
appointment date which falls after the expiration 
date of his enrollment. The sponsoring firm will be 
charged a penalty fee of $10 in the event that a 
candidate does not appear for a scheduled 
appointment or cancels a scheduled appointment 
less than 72 hours prior to the appointed time and 
date. At the discretion of the learning center’s 
administrator, a candidate may be precluded from 
sitting for an examination if the candidate arrives 
later than 15 minutes after the start of the 
examination. In suchacase, a penalty fee of $10 also 
will be levied. 


a. Group Reservations 


Firms or training organizations that plan training 
Classes may reserve a block of terminals at a 
learning center by calling the learning center at least 
one month in advance of the desired testing date. 
The same procedures outlined above with respect to 
late cancellations, no shows, and late arrivals for 
appointment sessions will be in effect for individuals 
scheduled in groups. 


d. Examination Presentation on the System 
After a candidate is seated at a terminal, the actual 


examination will be preceded by an introductory 
lesson designed to familiarize the candidate with the 
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procedures to be followed in answering and 
reviewing test questions. These procedures are 
simple and do not require any previous experience 
with a computer terminal or typing ability. All 
questions are answered by touching the appropriate 
location on the terminal screen itself. At the end of 
the examination or when a candidate voluntarily 
terminates a testing session, the computer will 
automatically score the examination and display the 
score on the terminal. Although a candidate must 
receive a score of only 70% to qualify as an 
associated person, the computer also will display a 
notification to candidates that they must receive a 
score of 80% to qualify as a supervisory person. On 
the first business day following the testing session, a 
hard copy grade notification will be forwarded by the 
NASD to the sponsoring firm and tothe Commission. 


On the basis of the foregoing, the Commission 
proposes to amend Part 249 of the Code of Federal 
Regulations to raise the level of the initial registration 
fee for associated persons of nonmember broker- 
dealers. The proposed amendment to the special 
instructions to Form U-4 would be adopted pursuant 
to the Commission’s authority in Sections 15(b)(8) 
and 23a [15 U.S.C. 780(b)(8), 78w(a)] of the 
Securities Exchange Act of 1934. The proposed 
amendment to the instructions reads as follows: 


PART 249—FORMS, SECURITIES EXCHANGE ACT 
OF 1934 


§249.502 Form U-4, personnel form, to be filed by 
registered brokers or dealers not members of a 
registered national securities association, for 
associated persons of such brokers and dealers. 


* Ke KK 


SPECIAL INSTRUCTIONS FOR COMPLETING FORM 
U-4, UNIFORM APPLICATION FOR SECURITIES 
AND COMMODITIES INDUSTRY REPRESENTATIVE 
AND/OR AGENT. 


* eK K 


2. A filing fee of $50.00 must accompany this form. A 
check should be made payable to the Securities and 
Exchange Commission and mailed along with one 
(1) copy of this Form to the Office of the Comptroller. 


xk Kk OK OK 
By the Commission. 
George A. Fitzsimmons 
Secretary. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17163/September 24, 1980 


Admin. Proc. File No. 3-5302 
In the Matter of 


STEVEN S. MITCHELL 
160 Sansome Street 
San Fransciso, California 


(8-20286) 


CLYDE REYNOLDS MAHNKE 
Orinda, California 


(8-20459) 


LAWRENCE DENNIS DOUGHERTY 
141 West Jackson 
Chicago, Illinois 


(8-20239) 


MICHAEL W. ENGMANN 
408 Stanyan Street 
San Francisco, California 


(8-20301) 


NOAM RAND 
1080 Pacheco Street 
San Francisco, California 


(8-20296) 


RICHARD JAMES FRENCH 
6960 Gloria Drive 
Penngrove, California 


(8-20293) 

RAINBOW OPTIONS 

(now known as HAYNES & CO.) 
160 Sansome Street 

San Francisco, California 
(8-20658) 

GEOFFREY B. HAYNES 

JOSE C. PASCUAL 


301 Pine Street 
San Francisco, California 
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ORDER DISMISSING PROCEEDINGS 


The above-captioned respondents appeal from the 
adverse decision of an administrative law judge. The 
order for proceedings charges, and the law judge 
found, that respondents violated anti-manipulative 
provisions of the Securities Exchange Act. 


On the basis of an independent review of the record, 
we are unable to conclude that the charges against 
respondents have been sustained. 


Accordingly, IT |S ORDERED that these proceedings 
with respect to Steven S. Mitchell, Clyde Reynolds 
Mahnke, Lawrence Dennis Dougherty, Michael W. 
Engmann, Noam Rand, Richard James French, 
Rainbow Options (now known as Haynes & Co.), 
Geoffrey B. Haynes, and Jose C. Pascual be, and they 
hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17164/September 24, 1980 


A notice has been issued giving interested persons 
until October 15, 1980 to comment on the 
application of the Philadelphia Stock Exchange, Inc. 
for unlisted trading privileges in the common stock 
($.05 par value) of COMPUTERVISION 
CORPORATION. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17165/September 25, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, INCORPORATED 


File No. SR-MSE-79-20 


The Midwest Stock Exchange, Incorporated 
submitted on September 17, 1980, an amendment 
to a previously proposed rule change under Rule 
19b-4 to clarify that only those member firms 
subject to examination by another self-regulatory 
organization having comparable rules to those being 
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amended in this instance are exempt from 
compliance with these Midwest Stock Exchange, 
Incorporated rules. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 29, 1980. In order to assist the 
Commission to determine whether to approve the 
proposed rule change or institute proceedings to 
determine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-79-20. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17166/September 25, 1980 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MUNICIPAL 
SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-80-8 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on September 25, 1980, a 
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proposed rule change under Rule 19b-4 to amend 
MSRB rule A-3 concerning the filling of vacancies 
which occur on the Board. The proposed rule change 
would establish a procedure for the election of a new 
member to the Board in the event a member-elect 
withdraws from the position prior to the 
commencement of the term of office for which such 
member-elect was elected. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 (the “Act’”). At any time within 
sixty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 29, 1980. In order to assist the 
Commission in determining whether to abrogate the 
proposed rule change, interested persons are 
invited to submit written data, views, and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-8. 


Copies of the submission, all subsequent 
amendments, and all written statements with 
respect to the proposed rule change which are filed 
with the Commission, and of all written 
communications relating to the proposed rule 
change between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21719/September 19, 1980 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 

Roanoke, Virginia 24009 
(70-6499) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility 
subsidiary of American Electric Power Company, 
Inc., a registered holding company, has filed an 
application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6(b) and 12(c) 
of the Act and Rules 42 and 50 promulgated 
thereunder as applicable to the following proposed 
transactions. All interested persons are referred to 
the application-declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


Appalachian proposes to issue and sell up to 
$80,000,000 aggregate principal amount of its first 
mortgage bonds, of a new series, with a maturity of 
not less than 5 years and not more than 30 years. The 
interest rate on the principai amount of the bonds 
(which will be expressed in a multiple of 1/8 of 1%) 
and the price to be paid to Appalachian for the bonds 
(which shall not be less than 100% of the principal 
amount, unless the company shall authorize a lower 
percentage not less than 99%, and shall not be more 
than 102-3/4% of the principal amount) will be 
determined at the time of sale by competitive 
bidding carried out in accordance with the 
requirements of Rule 50 under the Act. If market 
conditions should not be propitious for the sale of 
the bonds on a competitive bidding basis, 
Appalachian proposes, subject to further 
authorization by this Commission, either to place the 
bonds privately with institutional investors or to 
negotiate with underwriters for the sale of the bonds. 
The interest rate and price, if authorized by the 
Commission, would be determined by negotiation 
with institutional investors or with underwriters for 
the sale of the bonds. 
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Appalachian expects that the terms of the bonds will 
preclude the company from redeeming any such 
bond for five years if such redemption is for the 
purpose of refunding such bond through the use, 
directly or indirectly, of borrowed funds at an 
effective interest cost less than the effective interest 
cost to the company of such bonds. It is also 
expected that the successful bidders for these 
bonds will make a public offering of the same. 


Appalachian states that it is difficult to determine, 
under present market conditions, whether it would 
be more advantageous to the company to sell bonds 
with a 30-year or some shorter maturity and that it is 
in the public interest that the company be afforded 
the necessary flexibility to adjust its financing 
program to developments in the markets for long- 
term debt securities when and as they occur. 
Appalachian proposes, therefore, that it decide at a 
later time, prior to the submission of bids for the 
bonds, on the maturity of the bonds and notify 
prospective bidders of its decision reasonably in 
advance of, but in any event not less than 72 hours 
prior to, the bidding. 


Appalachian also proposes to issue and sell up to 
1,600,000 shares of a new series of its no par 
cumulative preferred stock with an involuntary 
liquidation price of $25 per share. The dividend rate 
per share (which will be expressed in a multiple of 
$.01) and the amount per share to be paid by the 
company to the purchasers as compensation to the 
purchasers will be determined at the time of sale by 
competitive bidding carried out in accordance with 
the requirements of Rule 50 under the Act. The price 
to be paid to Appalachian will be $25 per share 
which also will be the price at which the cumulative 
preferred stock is initially offered to the public. 


Appalachian expects that the terms of the 
cumulative preferred stock will preclude the 
company from redeeming any share of such 
cumulative preferred stock for five years if such 
redemption is for the purpose of refunding such 
share, directly or indirectly, through the incurring of 
debt or the issuance of stock ranking equally with or 
prior to the cumulative preferred stock as to 
dividends or assets, if such debt has an effective 
interest cost or such stock has an effective dividend 
cost less than the effective dividend cost of the 
cumulative preferred stock. It is also expected that 
the successful bidders for the prefered stock will 
make a public offering of the same. 
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The terms of the cumulative preferred stock may 
also provide for a cumulative sinking fund pursuant 
to which the company would retire, at$25 per share, 
commencing no earlier than five years subsequent 
to the first day of the month in which the cumulative 
preferred stock is issued, not more than 5% annually 
of the number of shares initially issued, with the non- 
cumulative option on any sinking fund date of 
redeeming at $25 per share an additional like 
number of shares and with the option to credit 
against any sinking fund requirement shares of the 
cumulative preferred stock theretofore purchased 
or otherwise acquired by the company. It is stated 
that Appalachian will decide on the necessity for a 
sinking fund provision at a later time, prior to the 
submission of bids for the cumultive preferred 
stock, and that it will notify prospective bidders of its 
decision reasonably in advance of, but in any event 
not less than 72 hours prior to, the bidding. 


If market conditions should not be propitious for the 
sale of the cumulative preferred stock on a 
competitive bidding basis, Appalachian intends, 
subject to further authorization by the Commission, 
either to place the cumulative preferred stock 
privately with institutional investors or to negotiate 
with underwriters for the sale of the cumulative 
preferred stock. The dividend rate and underwriters’ 
compensation, if applicable, would, if authorized by 
the Commission, be determined by negotiation with 
institutional investors or underwriters for the sale of 
the cumulative preferred stock. 


The proceeds from the sale of the bonds and 
cumulative preferred stock will be used to repay 
$50,000,000 aggregate principal amount of bank 
loans outstanding under a revolving credit 
agreement and, to the extent additional funds are 
available, to repay unsecured short-term 
indebtedness of the company consisting of short- 
term notes and commercial paper. 


The fees and expenses to be incurred in connection 
with the proposed transactions are to be filed by 
amendment. It is stated that the Virginia State 
Corporation Commission and the Tennessee Public 
Service Commission have jurisdiction over the 
proposed transactions and that no other state or 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE- 1S FURTHER GIVEN that any interested 
person may, not later than October 16, 1980, 
request in writing that a hearing be held on such 
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matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
or an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21720/September 22, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6495) 


NOTICE OF PROPOSAL OF HOLDING COMPANY TO 
ACT AS SURETY FOR SUBSIDIARY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
12(b) and 12(f) of the Act and Rule 45 promulgated 
thereunder as applicable to the proposed 
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transaction. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


AEP requests approval of a surety bond in the 
amount of $51,000,000 that is to be posted with the 
Public Service Commission of West Virginia (“State 
Commission”) prior to December 10, 1980, by AEP 
as surety and Appalachian Power Company 
(“Appalachian”) as principal. 


On July 8, 1980, Appalachian filed with the State 
Commission new increased rates for electric service 
in West Virginia. By order dated August 4, 1980, the 
State Commission suspended the increased rates 
until December 10, 1980, pending its investigation 
of such increased rates. The new increased rates 
can be made effective on and after December 10, 
1980, subject to the posting by Appalachian of an 
appropriate bond to assure the making of 
appropriate refunds to its customers including 
interest thereon at a rate later to be determined by 
the State Commission, in the event the State 
Comission’s fina! order in the proceeding should 
require refunds to be made. It is stated that the State 
Commission has indicated that it would permit AEP 
to become a surety for Wheeling in lieu of Wheeling 
posting the said bond. It is expected that the amount 
of the bond for the new increased rates will not 
exceed $51,000,000 which is equal to the estimated 
additional annual revenue that the new increased 
rates will provide. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$2,500. The Public Service Commission of West 
Virginia has authorized the proposed transaction. No 
other state commission and no federal commission, 
other than this Commission, has jurisdiction overthe 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 20, 1980 request 
in writing that a hearing be held on such matter stat- 
ing the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavid or, in case of an 
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attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other actions as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereto. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21721/September 22, 1980 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(30-207) 
(31-736) 


IU INTERNATIONAL CORPORATION (formerly 
INTERNATIONAL UTILITIES CORPORATION) 
Wilmington, Delaware 


(30-165) 


ORDERS PURSUANT TO SECTION 5(d) DECLARING 
THAT COMPANIES HAVE CEASED TO BE HOLDING 
COMPANIES AND RELEASING JURISDICTION 
HERETOFORE RESERVED 


Delmarva Power & Light Company (“Delmarva”) and 
IU International Corporation (“IU”), formerly In- 
ternational Utilities Corporation, have each filed an 
application under Section 5(d) of the Public Utility 
Holding Company Act of 1935 (“Act”) requesting the 
Commission to declare by order that each company 
has ceased to be a holding company and that the 
registration of each company as such under the Act 
be terminated. 


orn er aAaaAwer 
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Delmarva, a Delaware and Virginia corporation, is a 
public utility which provides electric service to the 
Delmarva Peninsula and retail gas service in 
northern Delaware, including the City of Wilmington. 
Delmarva registered as a holding company under 
the Act in 1943 upon acquiring as subsidiaries 
several public utility companies. Its only public- 
utility company subsidiaries on December 31, 1979 
were Delmarva Power & Light Company of Maryland 
(“Delmarva-Maryland”), a Maryland corporation, 
and Delmarva Power & Light Company of Virginia 
(“Delmarva-Virginia”), a Virginia corportion. By 
order dated October 19, 1976 (HCAR No. 19717), 
Delmarva, Delmarva-Maryland and Delmarva- 
Virginia were granted an exemption from further 
regulation under the Act pursuant to Section 3(a)(2). 
The order reserved jurisdiction to pass on questions 
raised under Sections 3(a)(2) and 11(b)(1) of the 
Act with respect to Delmarva’s continued ownership 
of gas distribution properties. 


On December 31, 1979, Delmarva-Maryland and 
Delmarva Virginia were merged into Delmarva, the 
surviving company. Delmarva does not now have any 
subsidiary company which is a_ public-utility 
company. Accordingly, Delmarva has requested the 
Commission to enter an order pursuant to Section 
5(d) of the Act declaring that Delmarva has ceased 
to be a holding company under the Act and that its 
registration as a holding company shall cease to be 
in effect, and releasing jurisdiction heretofore 
reserved in the Commission's order of October 19, 
1976. 


1U, a Maryland corporation, registered under Section 
5(a) of the Act on January 11, 1939.On November 1, 
1945, the Commission approved an application filed 
by IU and a subsidiary for the sale of the common 
stock of Rockland Gas Company, Inc., which 
represented IU’s last remaining interest in any 
public utility company operating in the United 
States, and finding that, with respect to its remaining 
subsidiaries, three of which were public utility 
companies organized and operating in Canada, IU 
was entitled to an exemption as a holding company 
under Section 3(a)(5) of the Act. International 
Utilities Corporation, et. al., 21 SEC 283 (1945). 
Effective January, 1972, all of IU’s foreign public 
utility subsidiaries were reorganized as direct or 
indirect subsidiaries of Canadian Utilities, Limited, 
an intermediate holding company and a Canadian 
corporation. On June 19, 1980, IU disposed of its 
entire interest in Canadian Utilities Ltd., and does 
not now have any subsidiary company which is a 
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public utility company. Accordingly, IU has 
requested the Commission to enter an order 
pursuant to Section 5(d) of the Act declaring that IU 
has ceased to be a holding company and that its 
registration as a holding company shall cease to be 
in effect. 


Due notice of the filing of said applications has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21687), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that |U and Delmarva have 
ceased to be holding companies and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said applications be 
granted. 


IT IS ORDERED, pursuant to Section 5(d) of the Act, 
that said applications be, and they hereby are, 
granted forthwith, and that, with respect to 
Delmarva, the reservation of jurisdiction contained 
in the Commission’s order of October 19, 1976 be, 
and it here by is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21722/September 23, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY 
New York, New York 


COLUMBUS AND SOUTHERN OHIO ELECTRIC 
COMPANY 
Columbus, Ohio 


(70-6486) 


ORDER AUTHORIZING PROPOSAL OF SUBSIDIARY 
FINANCING PROGRAM 


American Electric Power Company (“AEP”), a 
registered holding company, and Columbus and 
Southern Ohio Electric Company (“CSOE”), an 
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electric utility subsidiary company thereof, have 
filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a), 6(b), 7, 12(c) and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 42 
and 50 promulgated thereunder concerning the 
following proposed transactions. 


CSOE proposes to issue and sell, through 
competitive bidding, up to $80,000,000 aggregate 
principal amount of its First Mortgage Bonds 
(“Bonds”) of a new series, having a maturity of not 
less than 5 years and not more than 30 years. The 
interest rate on the principal amount of the Bonds 
(which will be expressed in a multiple of 1/8 of 1%) 
and the price to be paid to CSOE for the Bonds 
(which shall not be less than 100% of the principal 
amount, unless CSOE shall authorize a lower 
percentage not less than 99%, and shall not be more 
than 102-3/4%) will be determined at the time of 
sale. It is expected that the terms of the Bonds will 
preclude CSOE from redeeming such Bond prior toa 
date five years subsequent to the first day of the 
month in which the Bonds are first authenticated 
and delivered, if such redemption is for the purpose 
of refunding such Bonds through the use, directly or 
indirectly, of borrowed funds at a cost less than the 
effective interest cost to CSOE of such Bonds. It is 
stated that the substantive terms of the Bonds will 
conform to those standards in the Commission's 
Statement of Policy Regarding First Mortgage Bonds 
Subject to tne Public Utility Holding Company Act of 
1935, as modified (HCAR Nos. 13105 and 16369). 


It is difficult to determine, under present market 
conditions, whether it would be more advantageous 
to CSOE to sell Bonds with a 30 year or some shorter 
maturity. It is proposed, therefore, that CSOE 
determine the maturity of the Bonds at a subsequent 
date and notify prospective bidders of its decision 
not less than 72 hours prior to the bidding date. 


CSOE proposes to issue and sell, through 
competitive bidding, up to $50,000,000 par value of 
a new series of its Cumulative Preferred Shares 
(“Cumulative Preferred Shares”). It has not been 
determined whether it will be more advantageous to 
CSOE to issue Cumulative Preferred Shares with a 
par value of $100 per share or with a par value of $25 
per share. CSOE proposes therefore to determine the 
per share par value of such shares at a subsequent 
date and will notify prospective bidders of its 
decision not less than 72 hours prior to the bidding 
date. 
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Each proposal shall specify (a) the divident rate 
(which will be expressed in a multiple of $.01 or its 
equivalent), (b) that the price to be paid to CSOE for 
the stock shall be the par value per share, and (c) the 
amount per share to be paid by CSOE to the bidders 
aS compensation for their commitments. It is 
expected that the terms of the Cumulative Preferred 
Shares will preclude CSOE from redeeming any such 
Cumulative Preferred Shares prior to a date five 
years subsequent to the first day of the month in 
which the Cumulative Preferred Shares are issued, if 
such redemption is for the purpose of refunding 
such shares, directly or indirectly, through the 
incurring of debt or the issuance of stock ranking 
equally with or prior to the Cumulative Preferred 
Shares as to dividends or assets, if such debt has an 
effective interest cost, or such stock has an effective 
dividend cost, less than the effective dividend cost to 
CSOE of the Cumulative Preferred Shares to be 
redeemed. 


The terms of the Cumulative Preferred Shares may 
also provide for a cumulative sinking fund pursuant 
to which CSOE would retire at par value, 
commencing no earlier than five years subsequent 
to the first day of the month in which the Cumulative 
Preferred Shares are issued, not more than 5% 
annually of the number of shares initially issued, 
with the non-cumulative option on any sinking fund 
date, commencing no earlier than five years 
subsequent to the first day of the month in which the 
Cumulative Preferred Shares are issued, of 
redeeming at par value an additional like number of 
shares and with the option to credit against any 
sinking fund requirement Cumulative Preferred 
Shares theretofore purchased or otherwise acquired 
by CSOE. It is proposed that CSOE will decide on the 
necessity for a sinking fund provision at a 
subsequent date and that it will notify prospective 
bidders of its decision not less than 72 hours prior to 
the bidding date. 


CSOE currently has outstanding two series of 
Cumulative Preferred Shares and one series of 
Cumulative Preference Shares with sinking fund 


provisions, i.e., 17,804 Cumulative Preferred 
Shares, 10.52% Series (“10.52% Preferred Shares”), 
and 400,000 Cumulative Preferred Shares 9.50% 
Series (“9.50% Preferred Shares”), both with a par 
value of $100 per share, and 548,342 Cumulative 
Preference Shares, $15.25 Series (“$15.25 
Preference Shares”), without par value. Pursuant to 
the requirements of the respective sinking funds 
provided by the Amended Articles of Incc~pora**sn 
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of CSOE, as amended, CSOE is required to redeem 
annually, on the respective sinking fund dates and at 
the respective sinking fund prices, the respective 
number of shares of the 10.52% Preferred Shares, 
the 9.50% Preferred Shares and the $15.25 
Preference Shares as set forth in such Amended 
Articles of Incorporation. CSOE requests authority to 
acquire by redemption on purchase, from time to 
time, shares of the 10.52% Preferred Shares, the 
9.50% Preferred Shares, the $15.25 Preference 
Shares and the new Cumulative Preferred Shares, in 
each case, on or in anticipation of any respective 
sinking fund date, for sinking fund purposes. 


Pursuant to a special meeting of its shareholders 
held on September 19, 1980, CSOE amended its 
Amended Articles of Incorporation. In connection 
therewith, CSOE was authorized to distribute an 
information statement to its shareholders (HCAR 
No. 21693). Such amendments relate to compliance 
by CSOE with the Statement of Policy Regarding 
Preferred Stock Subject to the Public Utility Holding 
Company Act of 1935 (HCAR Nos. 13106 and 
16758) and required the affirmative vote of at least 
two-thirds (2/3) of all shareholders of record. Also, 
such amendments comply with the Supplemental 
Memorandum and Order Approving Acquisition of 
Common Stock of CSOE by AEP dated February 13, 
1980 (HCAR No. 21433) whereby the computation 
of earning coverages for the issuances of additional 
preferred stock by CSOE must include dividends on 
the outstanding $15.25 Preference Shares. 


No condition is to be contained inthe Bond Purchase 
Contract requiring the issue and sale of the 
Cumulative Preferred Shares, nor is any condition to 
be contained in the Cumulative Preferred Share 
Purchase Contract requiring the issue and sale of the 
Bonds. 


CSOE contemplates that it will receive one or more 
cash capital contributions from AEP in an aggregate 
amount of $30,000,000. It is therefore proposed that 
AEP be authorized to make, on or before December 
31, 1980, one or more cash capital contributions to 
CSOE in an aggregate amount not exceeding 
$30,000,000. 


The proceeds from the sale of the Cumulative 
Preferred Shares will be used to repay a portion of 
the $65,300,000 principal amount of notes issued 
by CSOE for the purpose of retiring Cumulative 
Preferred Shares pursuant to CSOE’s tender offer 


dated March 31, 1980 to the holders of such shares, 
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which offer was made in connection with the 
acquisition by AEP of common shares of CSOE. 


The proceeds from the sale of the Bonds together 
with the cash capital contributions to be made by 
AEP and any other funds which may become 
available to CSOE will be used to repay unsecured 
short-term indebtedness of CSOE incurred for 
construction and other corporate purposes. 
Construction costs for the year 1980 are currently 
estimated at $116,130,000. As of June 30, 1980, 
CSOE had approximately $171,597,000 aggregate 
principal amount of short-term debt outstanding 
and itis anticipated that no more than $168,000,000 
of short-term debt will be outstanding as of 
September 30, 1980. 


Fees and expenses to be incurred in connection with 
the proposed transactions are estimated at 
$371,560. The Public Utilities Commission of Ohio 
has authorized the proposed transactions. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21693), and no hearing has been 
requested of or order by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate and 
in the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 20, No. 20, October 7, 1980 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21723/September 23, 1980 


In the Matter of 


COLUMBUS AND SOUTHERN OHIO ELECTRIC 
COMPANY 
Columbus, Ohio 


(70-6451) 


ORDER AUTHORIZING REVISIONS TO FUEL 
INVENTORY FINANCING PORTION OF SHORT- 
TERM DEBT LIMITATION 


Columbus and Southern Ohio Electric Company 
(“CSOE”), an electric utility subsidiary of American 
Electric Power Company, Inc., a registered holding 
company, has filed with this Commission post- 
effective amendments to its application previously 
filed and amended pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50(a)(2) promulgated thereunder 
concerning the following proposed transaction. 


By order dated May 28, 1980 (HCAR No. 21594), 
CSOE was granted a _ short-term borrowing 
authorization through July 1, 1981, in an aggregate 


principal amount not to exceed $200,000,000. 
CSOE’s credit arrangements for such borrowings 
consisted of (1) lines of credit totaling $113,066,000 
with 38 banks; (2) a loan agreement with certain 
banks for up to $80,000,000 of loans for use in 
retiring certain of its preferred shares; (3) a credit 
agreement (“Credit Agreement”) with Prulease, Inc. 
(“Prulease”), for up to $30,000,000 of fuel inventory 
financing; and (4) arrangements for borrowing up to 
$23,000,000 from funds managed by certain banks’ 
trust departments. With respect to the Credit 
Agreement borrowings, each loan is to bean amount 
equal to or less than CSOE’s estimated average 
inventory value cf coal and oil forthe month in which 
the loan is made, is to be evidenced by a note, and is 
to be secured by a security interest in CSOE’s supply 
of coal and fuel oil at its generating stations. Each 
note now matures at the end of the month for which 
the loan is made, bears interest at an annual rate 
equal to 1.125% plus .1% (subject to adjustment) as 
an indemnity for state and local income taxes plus 
the rate borne by (or quoted on) commercial paper 
issued by Prulease. No compensating balances are 
required. The present Credit Agreement expires 
September 30, 1980. 
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By post-effective amendment CSOE requests 
authorization to enter into an amendment to the 
Credit Agreement, to be dated as of October 1, 1980, 
which amendment would extend its termination 
date to September 30, 1982, and would make 
certain other changes. Under the amendment each 
note would bear interest at an annual rate equal to 
1.5% plus .13% (subject to adjustment) as an 
indemnity for state and local income taxes plus the 
rate borne by (or quoted on) commercial paper 
issued by Prulease. In addition, there will be a 
commitment fee, payable if the average daily 
outstanding borrowings are less than 50% of the 
average daily available commitment during the 
period October 1, 1980, through September 30, 
1982, of an amount equal to (i) 1.125% multiplied by 
(ii) the excess of such average daily available 
commitment during such period over such average 
daily outstanding borrowings during such period, 
multiplied by (iii) a fraction, the numerator of which 
is the number of months in such period and the 
denominator of which is 12. Such fee, if any, is 
payable on September 30, 1982, and annually 
thereafter if the termination date is extended. The 
amendment also contains provisions for annual 
extensions of the termination date. The effective 
cost of borrowings under the Credit Agreement, as 
proposed to be amended, based on the 8.75% 
interest rate for commercial paper issued by 
Prulease on July 15, 1980, and assuming no 
commitment fee, would be 10.38%. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$500. No state commission and no_ federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendments to the application has been given in 
the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 21680), and no hearing has 
been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application, as 
amended, be granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
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application, as amended by said post-effective 
amendments, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that 
certificates thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21724/September 23, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA ASH 
CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER AUTHORIZING 
EXTENSION OF AN INCREASE IN SHORT-TERM 
LOANS TO MINING SUBSIDIARY 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation, a registered holding company, and Ash 
Creek Mining Company (“Ash Creek’), a mining 
subsidiary of PSO, have filed with this Commission a 
post-effective amendment to their application- 
declaration previously filed and amended pursuant 
to Sections 6, 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 43 
and 45 promulgated thereunder concerning the 
following proposed transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and acquire 
all of the authorized common stock of Ash Creek, 
and to transfer to Ash Creek all of its existing coal 
interests in exchange for Ash Creek’s common stock 
in an aggregate par value equal to PSO’s capital costs 
relating to the coal interests. PSO transferred to Ash 
Creek properties having a cost basis of $3,839,040 
in return for 383,904 shares of Ash Creek’s common 
stock, par value $10 per share. Additional properties 
have not yet been transferred and remain in PSO 
ownership. PSO was also authorized to make short- 
term loans to Ash Creek, through December 31, 


1566/SEC DOCKET 


1977, inthe form of either open account advances or 
evidenced by notes, in an aggregate amount not to 
exceed $12,500,000 at any one time outstanding, to 
finance Ash Creek’s fuel programs. That 
authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 
20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926,20975, 21049, 
21364, 21486, 21556 and 21640). Inthe latest such 
supplemental order dated June 24, 1980 (HCAR No. 
21640), PSO was its 
financing of Ash Creek through September 30, 1980, 
in the maximum principal amount of $1,350,000 
outstanding at any one time. 


By post-effective amendment applicants-declarants 
request an extension of PSO’s authorization to 
finance Ash Creek through December 31, 1980, in 
the maximum principal amount of $1,425,000 
outstanding at any one time. Said amount includes 
approximately $1,300,000 of such loans expected to 
be outstanding at September 30, 1980, and 
$125,000 to cover budgeted expenditures through 
December 31, 1980. 


The reason for such loans is continued and 
indefinite suspension of mining operations at Ash 
Creek, pending the securing of permission from the 
Wyoming Department of Environment Quality for 
coal trucks to use the state highway serving Ash 
Creek’s proposed coal outloading facility for PSO 
mine No. 1 near Sheridan, Wyoming, and the 
availability of federal coal leasing on PSO’s States 
Ranch property. Accordingly, Ash Creek has not 
budgeted expenditures for further coal exploration 
and mine development activities or for construction 
of a coal outloading facility. Expenditures are 
needed, however, for maintenance and 
admininstrative costs required to maintain the 
interests of Ash Creek and PSO. 


It is stated the PSO and Ash Creek do not 
comtemplate further development of the coal 
interests described in this filing, and that they 
continue to hold and maintain them until they can 
negotiate a satisfactory sale of the interests to a non- 
affiliate. Such sale is contemplated irrespective of 
any actions taken by the Wyoming Department of 
Environmental Quality with respect to the coal 
outloading facility and irrespective of any possible 
future availability of a federal coal leasing program 
on PSO’s States Ranch property. 


The fees and expenses to be incurred in connection 
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with the proposed transaction are estimated at 
$500. No state commission and no _ federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that PSO 
be, and it hereby is, authorized forthwith to continue 
its financing of Ash Creek through December 31, 
1980, in the maximum principal amount of 
$1,425,000 outstanding at any one time, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, continued with respect to any further 
extension of time and any expenditures to be made 
after December 31, 1980. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21725/September 23, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
2700 One Main Place 
Dallas, Texas 75250 


CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


SOUTHWETERN ELECTRIC POWER COMPANY 


P.O. Box 21106 
Shreveport, Louisiana 71156 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 


Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
P.O. Box 841 
Abilene, Texas 79604 


CENTRAL AND SOUTH WEST SERVICES, INC. 
2700 One Main Place 
Dallas, Texas 75250 


(70-6163) 


NOTICE OF PROPOSED CHANGE IN METHOD OF 
CALCULATING INTEREST ON FUNDS LENT BY A 
SUBSIDIARY TO INTRASYSTEM MONEY POOL 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, and five of its subsidiaries, Central Power 
and Light Company (“CPL”), Southwestern Electric 
Power Company (‘“SWEPCO”), Public Service 
Company of Oklahoma (“PSO”), West Texas Utilities 
Company (“WTU”), and Central and South West 
Service, Inc. (“CSWS”), have filed with this 
Commission a post-effective amendment to their 
application-declaration previously filed and 
amended in this matter pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6, 7, 9(a), 10, 12(b) and 12(f) of the Act and 
Rules 43, 45 and 50 promulgated thereunder as 
applicable to the proposed transaction. All 
interested persons are referred to the application - 
declaration, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transaction. 


By orders dated June 30, 1978, October 27, 1978, 
March 29, 1979, May 9, 1979, June 14, 1979, July 
19, 1979, July 31, 1979, October 24, 1979, February 
5, 1980, March 20, 1980, and June 10, 1980 (HCAR 
Nos. 20608, 20749, 20978, 21041, 21097, 21150, 
21166, 21269, 21421, 21482 and 21617), CSW and 
its subsidiaries were authorized to incur short-term 
borrowings through December 31, 1981, in a 
maximum aggregate collective amount of 
$250,000,000 and in the following individual 
amounts; CSW, $200,000,000; CPL, $100,000,000; 
SWEPCO, $75,000,00C; PSI, $180,000,000; WTU, 
$15,000,000; and CSWS, $4,000,000. The short- 
term borrowings are pursuant to a CSW System 
money pool under which CSW and its subsidiaries 
coordinate their short-term borrowings and make 
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borrowings outside the money pool from banks and 
through the issuance of commercial paper. The 
money pool consists of funds from the following 
sources: (i) surplus funds of CSW; (ii) surplus of 
funds of the subsidiaries; (iii) borrowings by CSW or 
the subsidiaries from banks; and (iv) proceeds from 
CSW’s sales of commercial paper. 


CSW administers the money pool by matching up, to 
the extent possible, short-term cash surplus and 
loan requirements of itself and its subsidiaries. 
Subsidiary requests for short-term loans are met 
first from surplus funds of the other subsidiaries 
which are available to the money pool and then from 
CSW’s corporate funds, tothe extent available. When 
these sources of funds are insufficient to meet short- 
term loan requests, CSW is authorized to issue and 
sell its commercial paper to commercial paper 
dealers and to certain approved financial 
institutions, and to borrow from banks. 


With respect to intrasystem loans, the arrangements 
currently authorized provide that (1) a subsidiary’s 
loans to the money pool earn interest at a rate for that 
day published in The Wall Street Journal for 
commercial paper placed directly by a major 
financial company, which paper has a term most 
nearly equal to the term of the particular loan in 
question to the money pool (the “Journal Rate”); and 
(2) a subsidiary’s loans from the money pool are 
charged interest at a rate equai to CSW’s net cost of 
borrowings from external sources. 


By post-effective amendment applicants-declarants 
request authorization to make the interest rate on a 
subsidiary’s advance of surplus funds to the money 
pool equal to the net cost of CSW’s borrowings from 
external sources, or, if there are no such borrowings 
outstanding, then the Journal Rate. It is stated that 
recent experience under the presently-authorized 
dual rates had created an inequitable disparity inthe 
rates paid subsidiaries on loans of surplus funds to 
the money pool as compared with rates charged 
subsidiaries on borrowings from the money poodi. 
The proposed change would eliminate the disparity 
by making equal the rate paid to subsidiaries on 
advances to the money pool and the rate charged 
subsidiaries on loans therefrom, yet would result in 
no overall change in net system borrowing costs. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$250. It is stated that no state commission and no 
federal commission, other than this Commission, 
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has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 21, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21726/September 24, 1980 


In the Matter of 

CEDAR COAL COMPANY 

CENTRAL APPALACHIAN COAL COMPANY 
SOUTHERN APPALACHIAN COAL COMPANY 
Charleston, West Virginina 


CENTRAL OHIO COAL COMPANY 
Canton, Ohio 
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SOUTHERN OHIO COAL COMPANY 
Moundsville, West Virginia 


(70-6488) 


ORDER AUTHORIZING MINING EQUIPMENT 
LEASES BY COAL MINING SUBSIDIARIES 


Cedar Coal Company (‘‘Cedar’’), Central 
Appalachian Coal Company (“CACCo”), and 
Southern Appalachian Coal Company (“SACCo”), 
coal mining subsidiaries of Appalachian Power 
Company (“Appalachian”), and Central Ohio Coal 
Company (“COCCo”’) and Southern Ohio Coal 
Company (“SOCCo”), coal mining subsidiaries of 
Ohio Power Company, which, like Appalachian, is an 
electric utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, have 
filed with this Commission an application and 
amendments thereto pursuant to Sections 9 and 10 
of the Public Utility Holding Company Act of 1935 
(“Act”), regarding the proposed transactions. 


Applicants propose to enter into a separate master 
leasing agreement with Connecticut Bank and Trust 
Company and Donald E. Smith, as Trustees for the 
Bank of New York, (“Lease”) pursuant to which the 
Trustees will commit to lease to such companies 


coal mining equipment with a total cost to Trustees 
not exceeding $25,000,000. It is stated that 
Applicants anticipate leasing coal mining 
equipment during 1980 and 1981 under the Lease, 
having a total estimated value as set forth below: 


Estimated 
Replacement 
Equipment 
Cost 


($000) 


Estimated 
New Equipment 
Cost 


Contingency 
Allowance 


($000) 


Company Total 


$1,256 
1,310 
850 
3,865 
6,637 
$13,918 


$3,270 
650 
3,711 


$474 
290 
439 
435 
743 
$2,381 


$5,000 
2,250 
5,000 
4,300 
8,450 
$25,000 


1,070 
$8,701 


Applicants state that the mining equipment to be 
leased will contribute to maintaining and improving 
the efficiency and capacity of Appalachian’s and 
Ohio’s fuel supply operations. The coal mined by 
Applicants is of a quality which permits burning in 
conformance with present environmental standards 
applicable to consuming power plants. The 
generating plants named below expect to burn 
Applicant’s coal in the indicated amounts: 
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(000’s) 
Plant Burn (Annual) 
Actual Est. Est. 
1979 1980 1981 


Coal Receiving 


Operating 
Company Plant 


Company 


Cedar 

CACCo 
SACCo 
COCCo 
SOCCo 


Amos (a) 7,618 7,209 
Mountaineer 0 755 
Amos (see above) 
Muskingum 3,829 3,244 
(1) Gavin (b) 8,218 8,063 
(2) Mitchell 3,385 3,379 
Totals 23,050 22,650 


7,074 
3,020 


Appalachian 
Appalachian 
Appalachian 
Ohio 
Ohio 
Ohio 


3,532 
7,483 
3,398 
24,500 


The table below indicates each Applicant's “proven 
and probable” reserves of clean, recoverable coal, 
its current annual production capacity, and the 
anticipated additional production capacity to be 
obtained from the equipment proposed to be leased 
together with other new investments. 


Anticipated 
Additional! 
Clean Tons 
Capacity 


Total 
Anticipated 
Clean Tons 

Capacity 


Total 1979 Tons 
Applicant Reserves Shipped 
Cedar 
CACCo 
SACCo 
COCCo 
SOCCo 


122,235 
22,250 
57,275 

102,500 

324,340 

628,600 


1,774 721 
684 200 
1,242 1,153 
3,451 — 
4,623 1,577 
11,774 3,651 


2,495 

884 
2,395 
3,451 
6,200 
15,425 
The Lease provides for the lease on or before 
October 1, 1981 of various types of equipment for 
surface and underground mining of coal forterms of 
three, five, seven or ten years. The lessor’s total cost, 
including freight, taxes and installation, will not 
exceed $25,000,000 in the aggregate. Rents are 
payable quarterly and provide for the full 
amortization of lessor’s cost over periods of 12 to 40 
calendar quarters. Each quarterly rental payment for 
an item under lease will consist of (i) one quarter's 
amortization of the lessor’s cost of the item on a level 
basis over the lease term for that item, plus (ii) as an 
additional rental factor, the Quarterly Interest Rate 
applied to lessor’s amortized cost of the item on the 
first day of the quarter. The Quarterly Interest Rate 
for such quarter shall be the lower of the prime 
interest rate of the owner (based on a 365 day year) 
or LIBO Rate (based on a 360 day year). The Prime 
Rate shall mean a rate per annum equal to the 
minimum commercial lending rate charged by 
Owner for 90 day loans to substantial and 
responsible commercial borrowers plus 1/4% 
beginning July 1, 1984 until July 1, 1986; 1/2% 
beginning July 1, 1986 until July 1, 1988; 3/4% 
beginning July 1, 1988 until July 1, 1991. The LIBO 
Rate shall mean a rate per annum equal to the rate 
per annum at which deposits of United States 
Dollars are offered by Owner to prime banks in The 
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London interbank market at 11:00 AM (London 
time) for a period of 90 days, and in an amount 
substantially equal to the aggregate of all Quarterly 
Lease Rates due hereunder and under the Other 
Leases for the Quarter involved plus 1/2% beginning 
on the effective date until July 1, 1984; 5/8% 
beginning July 1, 1984 until July 1, 1986; 3/4% 
beginning July 1, 1986 until July 1, 1988; 7/8% 
beginning on July 1, 1988 until July 1, 1991. 


Assuming a prime rate of 12.50% over the term of 
the leased equipment, the equivalent effective 
annual interest rate would range from 12.75% to 
13.25% on a weighted basis, or lower if the LIBO Rate 
is less than 12.50%. If an item of equipment is 
placed under lease other than on the first day of a 
calendar quarter, the rental for each fraction thereof 
during that quarter will consist only of the Quarterly 
Interest Rate for that period applied to Lessor’s Cost 
of the item and prorated for the number of days in 
the period that the item was under lease. In that 
event, the Quarterly Interest Rate will be restricted to 
the prime interest rate of the Owner. When the 
aggregate Amortized Value of any item equals the 
lessor’s cost of such item, the lessee has the option 
to purchase it for a price of one dollar or return it to 


the lessor or its agent at lessee’s expense freight 
collect. 


Upon 90-days written notice, the lessee may 
terminate the lease of any item by purchasing the 
item from the lessor for the Termination Value plus 
any accrued but unpaid rent and any taxes and 
charges upon such sale. During the term of the 
lease, if the coal supply agreement between the 
lessee and its immedite parent shall for any reason 
cease to be in full force and effect or be rescinded or 
terminated, lessee shall promptly give lessor written 
notice thereof. Lessee shall pay lessor an amount 
equal to the Stipulated Loss Value of the leased 
items and any accrued and unpaid rent for the 
equipment due on such quarterly date and all sales 
taxes and charges. Upon such payment the lease 
shall terminate and lessor shall transfer all its right, 
title and interest in and to the equipment to the 
lessee. Prior consent of the lessor is required to 
amend, supplement, modify or waive the coal supply 
agreement. Investment tax credits will be for the 
account of the lessee. The Lease is a net lease with 
all expenses directly related to the transaction borne 
by the lessee. The lessor will be indemnified by the 
lessee against all liabilities and risks of loss. 


For its $25,000,000 commitment under the Lease, 
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lessor will charge Applicants an annualized fee of 
1/2 of 1% of the unused amount of the commitment 
during the period commencing on the closing date of 
the Lease Agreement and ending on October 1, 
1981. No other fees or expenses are expected to be 
incurred in connection with the proposed 
transactions. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21694), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
appliction, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to terms and 
conditions prescribed in Rules 24 and 50 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21727/September 25, 1980 


In the Matter of 

MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 
MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-6051) 
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NOTICE OF PROPOSAL BY SUBSIDIARY TO ISSUE 
COMMON STOCK TO PARENT 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, and its subsidiary, Middle South Energy, 
Inc. (‘‘MSEI”’) have filed a _ post-effective 
amendment to an application-declaration 
previously filed with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 7, 9(a), 10 and 
12(f) of the Act and Rule 43 promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the amended 
application-declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


By a series of orders dating to December 1977 inthis 
matter the Commission has authorized MSEI to 
issue and sell its common stock to Middle South 
from time to time in order to finance, in part, MSEI’s 
construction of the nuclear-fired Grand Gulf 
Generating Station. The Commission’s most recent 
order in this matter was dated February 12, 1980 
(HCAR No. 21429) and authorized MSEI to issue and 
sell up to 50,000 additional shares of its authorized 
but unissued no par common stock to Middle South 
from time to time through December 31, 1980 
(“1980 Common Stock”). As of July 15, 1980 MSEI 
had sold 18,500 of such shares to Middle South. 


It now appears that, based upon MSEI’s revised 
estimate of cash requirements for the remainder of 
1980 and during 1981, in addition to the 31,500 
shares of 1980 Common Stock which were unsold as 
of July 15, 1980, it may be necessary for MSEI to 
issue and sell to Middle South during the remainder 
of 1980 and through and including December 31, 
1981, an aggregate of 50,000 additional shares of its 
authorized but unissued common stock, no par 
value (“Additional Shares”). MSEI proposes to issue 
and sell, and for Middle South to purchase up to 
50,000 shares of the Additional Shares through and 
including December 31, 1981, at a price of $1,000 
per share for an aggregate ca: purchase price of 
$50,000,000. MSEI will apply the proceeds of sales 
of the Additional Shares to costs incurred by it in the 
construction of the Grand Gulf Project. MSEI is 
authorized by its articles of incorporation to issue up 
to 1,000,000 shares of its common stock, no par 
value, and as of July 15, 1980 the Company has 
issued and sold an aggregate of 425,500 shares of its 
common stock no par value to Middle South for an 
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aggregate cash consideration of $425,500,000. 


MSEI and Middle South state that it is preferable for 
sales of the Additional Shares to be timed to coincide 
with MESI’s cash needs from time to time, which are 
primarily determined by the nature and pace of the 
construction work on the Grand Gulf Project. 
Accordingly, MSEI proposes to sell the Additional 
Shares to Middle South from time to time at any time 
through and including December 31, 1981 in 
increments to be determined by MSEI and Middle 
South. Each such sale will be reported to the 


Commission by a certificate filed pursuant to Rule 
24. 


To the extent funds are required from external 
sources to acquire the Additional Shares, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured short-term promissory 
notes issued under a revolving credit agreement 
dated as of June 27, 1980 with a group of banks 
headed by Manufacturers Hanover Trust Company, 
New York, New York, as authorized by the 
Commission's Order dated June 17, 1980 (HCAR 
No. 21628), or through extensions thereof or such 
other forms of financing as may be approved by the 
Commission. 


It is stated that sales of the Additional Shares will 
enable MSEI to continue construction of the Grand 
Gulf Project and to maintain capitalization ratios 
required under various agreements. 


It is stated that no special or severable fees, 


commissions or expenses will be incurred in 
connection with the proposed transaction. It is 
further stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 20, 1980, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request shouid be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should served personally or by mail 
upon the applicant’s declarants at the above-stated 
addresses, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
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filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued in the matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11365/September 19, 1980 


In the Matter of 


HILLIARD-LYONS CASH MANAGEMENT, INC. 
545 South Third Street 

Louisville, Kentucky 40202 

(812-4698) 


NOTICE OF FILING OF AN APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF RULES 2a- 
4 AND 22c-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that Hilliard-Lyons Cash 
Management, Inc. (“Applicant”), registered under 
the Investment Company Act of 1940 (“Act”) as an 


open-end, diversified, management investment 
company, fiied an application on June 27, 1980, and 
amendments thereto on July 17, 1980 and July 31, 
1980, requesting an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Rules 2a-4 and 22c- 
1 under the Act to the extent necessary to permit the 
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Applicant to compute its net asset value per share, 
for purposes of effecting sales, redemptions and 
repurchases of its shares, to the nearest one cent on 
a share value of one dollar. Applicant represents that 
in all other respects, its portfolio securities will be 
valued in accordance with the views of the 
Commission set forth in Investment Company Act 
Release No. 9786 (May 31, 1977) (“IC-9786”). All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant was incorporated under the laws of the 
State of Maryland on June 5, 1980. Applicant has 
filed with the Commission a Registration Statement 
on Form N-1 pursuant to Section 8(b) of the Act and 
the Securities Act of 1933, as amended. The 1933 
Act Registration Statement on Form N-1 has not yet 
been declared effective. Thus, Applicant has not yet 
commenced a public distribution of its shares. 
Applicant states that its investment adviser will be 
J.J.B. Hilliard, W.L. Lyons, Inc. 


Applicant states that itis a “money market” fund, the 
investment objectives of which are preservation of 
capital and liquidity while seeking the highest 
possible current income that is consistent with these 
objectives. Applicant further states that, by 
resolution of its Board of Directors, Applicant has 
adopted a policy of investing its assets exclusively in 
securities issued or guaranteed by the US. 
Government, its agencies or instrumentalities 
(which, except for the securities underlying the 
repurchase agreements within the Applicant’s 
portfolio, will mature in six months or less) or in 
repurchase agreements collateralized by such 
securities or in a combination of both government 
backed securities and repurchase agreements. 
According to the application, Applicant may enter 
into repurchase agreements with any member bank 
of the Federal Reserve System and dealers with 
which the Federal Reserve conducts open market 
transactions. Applicant further states that the 
securities subject to the repurchase agreements 
within its portfolio may bear maturities in excess of 
one year. While Applicant may invest all of its assets 
in repurchase agreements at any given time, 
Applicant represents that it will not enter into a 
repurchase agreement of a duration of more than 
seven business days if, as a result, more than 10% of 
the value of Applicant’s total assets would be so 
invested. 


Volume 20, No. 20, October 7, 1980 





Applicant further represents that the yield 
differential between the securities Applicant intends 
to invest in and other high quality short-term 
investments such as certificates of deposit, bankers’ 
acceptances and high-grade commercial paper is 
normally quite small. Should this differential widen 
significantly, Applicant states that its Board of 
Directors may at its discretion, but only after 30 days 
written notice to Applicant’s shareholders, authorize 
investment in securities other than those issued or 
guaranteed by the U.S. Government, its agencies or 
instrumentalities, or in repurchase agreements 
collateralized by such securities, provided such 
investments are not prohibited by Applicant’s 
investment restrictions or by applicable federal and 
state law. Applicant has no present plans to change 
its policy with regard to the types or maturities of the 
securities in which it intends to invest. 


Applicant states that in calculating its total net 
assets to determine the offering price of its shares 
each day, it intends to value all its portfolio securities 
which, on the date of valuation, have sixty days or 
less to maturity, on the basis of the amortized cost 
valuation technique. As stated by the Applicant, the 
amortized cost valuation technique involves valuing 
a security at its cost and thereafter assuming a 
constant amortization to maturity of any discount or 
premium, regardless of the impact of fluctuating 
interest rates on the market value of the security. 
Applicant further states that portfolio securities 
which on the date of valuation have remaining 
maturities in excess of sixty days and for which 
market quotations are readily available will be 
valued at the mean between the bid and asked 
prices in the over-the-counter market. Securities for 
which market quotations are not readily available 
will be valued at their value as determined in good 
faith in accordance with consistently applied 
procedures established by and under the general 
supervision of Applicant’s Board of Directors. 


Applicant states that its management believes that it 
would be advantageous for Applicant to maintain a 
fixed net asset value per share from and after the day 
upon which Applicant’s Registration Statement 
under the Securities Act of 1933 is. declared 
effective by the staff of the Commission. 
Accordingly, Applicant’s Board of Directors intends 
to authorize Applicant to effect sales, redemptions, 
and repurchases of its shares at prices calculated to 
the nearest one cent on a share having a $1.00 net 
asset value. 
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Rule 22c-1 under the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof issuing any redeemable security 
shall sell, redeem or repurchase any such security 
except at a price based on the current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or sell such security. Rule 2a-4 
under the Act provides, as here relevant, that 
“current net asset value” of a redeemable security 
issued by a registered investment company used in 
computing its price for purposes of distribution, 
redemption and repurchase shall be determined 
with reference to (1) current market value for 
portfolio securities with respect to which market 
quotations are readily available and (2) for other 
securities and assets, fair value as determined in 
good faith by the board of directors of the registered 
company. 


In Release No. 9786 the Commission issued an 
interpretation of Rule 2a-4 expressing its view that 
(1) it is inconsistent with the provisions of Rule 2a-4 
for money market funds to value their assets on an 
amortized cost basis except with respect to portfolio 
securities with remaining maturities of 60 days or 
less and provided that such valuation method is 
determined to be appropriate by each respective 
fund’s board of directors, and (2) it is inconsistent 
with the provisions of Rule 2a-4 for money market 
funds to “round off” calculations of their net asset 
value per share to the nearest one cent on a share 
value of $1.00, because such a calculation might 
have the effect of masking the impact of changing 
values of portfolio securities and therefore might not 
“reflect” such funds’ proper portfolio valuation as 
required by Rule 2a-4. On the basis of the foregoing, 
Applicant states that, without an exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act, 
Applicant may be prohibited from determining its 
net asset value in the manner set forth above. 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions from any 
provision or provisions of the Act or any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 
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In support of the relief requested Applicant states 
~ that it wishes to attract individual and institutional 
investors. Applicant further understands that many 
of these investors require a “money market” fund 
which maintains a constant net asset value per share 
even though this might result in dividends which 
fluctuate to reflect daily changes in the value of its 
portfolio securities. Applicant believes that granting 
of the relief requested would provide Applicant’s 
shareholders, after the effective date of Applicant’s 
Registration Statement, with the convenience of 
being about to determine the value of their shares of 
Applicant simply by knowing the number of shares 
they own, and would make the task of maintaining an 
investment record easier. Applicant further believes 
that computing its net asset value per share to the 
nearest one cent on a share value of $1.00 would 
eliminate the periodic fluctuation in Applicant’s net 
asset value per share which could occur and which 
might cause Applicant’s shareholders to realize 
unwanted nominal capital gains and losses upon 
redemption of their shares. 


Applicant asserts that a substantial number of 
“money market” funds, which will be in direct 
competition with Applicant, now effect sales, 
redemptions and repurchases of their shares at 
prices calculated to the nearest one cent ona share 
having a $1.00 net asset value. Applicant further 
states that its Board of Directors has determined in 
good faith that this method of calculating the net 
asset value per share of Applicant under such 
circumstances is appropriate and wouid be in the 
best interests of Applicant’s shareholders. 


Applicant further agrees that the following 
conditions may be imposed in any order granting the 
requested exemptions. 


1. That Applicant's Board of Directors, in supervising 
operations and delegating special responsibilities 
involving Applicant’s portfolio management to 
Applicant’s investment adviser, undertake—as a 
particular responsibility within their overall duty of 
care owed to Applicant’s shareholders—to assure to 
the extent reasonably practicable, taking into 
account current market conditions affecting 
Applicant’s shares as computed for purposes of 
effecting sales, redemptions and repurchases, 
rounded to the nearest one cent, will not deviate 
from $1.00.! 


2. That Applicant wili maintain a dollar-weighted 
average portfolio maturity appropriate to its 
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objective of maintaining a stable price per share, 
and that Applicant will neither (a) purchase an 
instrument with a remaining maturity of greaterthan 
one year, nor (b) maintain a dollar-weighted average 
portfolio maturity in excess of 120 days. 


3. That Applicant’s purchases of portfolio 
instruments, including repurchase agreements, will 
be limited to those United States dollar denominated 
instruments which the Board determines present 
minimal credit risks, and which are of high quality as 
determined by any major rating service or, in the 
case of any instrument that is not rated, of 
comparable quality as determined by the Board. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 14, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of attorney- 
at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 





‘In this regard, Applicant represents, to the extent 
necessary, that Applicant’s Board of Directors will 
consider the advisability of temporarily suspending 
payment of dividends, or making a capital gains 
distribution (if and to the extent that realized and 
unrealized capital gains and losses have not been 
reflected in prior dividends) to maintain a $1.00 
price per share if the net asset value per share 
declines to a value below $.997 or rises to a value 
above $1.003, respectively. 
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For the Commission, by the Division of Investment 
Mangement, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11366/September 19, 1980 


In the Matter of 


SECURITY CASH FUND, INC. 
Security Benefit Life Building 
700 Harrison Street 

Topeka, Kansas 66636 


(812-4704) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF EXEMPTION FROM THE PROVISIONS OF 
RULES 2a-4 AND 22c-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that Security Cash Fund, 
Inc. (“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end 
diversified, management investment company, filed 
an application on July 22, 1980, and anamendment 
thereto on September 4, 1980, requesting an order 
of the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of 
Rules 2a-4 and 22c-1 under the Act to the extent 
necessary to permit Applicant to compute its net 
asset value per share, for purposes of effecting sales, 
redemptions and repurchases of its shares, to the 
nearest one cent on a share value of one dollar. 
Applicant represents that in all other respects its 
portfolio securities will be valued in accordance with 
the views of the Commission set forth in Investment 
Company Act Release No. 9786 (May 31, 1977) (“IC- 
9786”). All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant was incorporated under the laws of the 
State of Kansas on March 21, 1980. Applicant 
further states tht it has filed with the Commission a 
Notification of Registration on Form N-8A pursuant 
to Section 8(a) of the Act, together with a 
Registration Statement on Form N-1 under the Act 
and the Securities Act of 1933. The Registration 
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Statement under the Securities Act of 1933 has not 
yet been declared effective and the Applicant has 
not yet commenced a public distribution of its 
shares. Applicant states that its investment adviser 
will be Security Management Company, Inc. 


Applicant states that it proposes to operate as a 
“money market” fund designed to earn as high a 
level of current income as is consistent with 
preservation of capital and liquidity. According to 
the application, Applicant intends to invest in high 
grade money market instruments consisting of (i) 
obligations issued or guaranteed by the United 
States Government or its agencies or 
instrumentalities and instruments fully 
collateralized with such obligations; (ii) obligations 
of United States banks that are members of the 
Federal Deposit Insurance Corporation or of savings 
and loan associations that are members of the 
Federal Savings and Loan Insurance Corporation; 
(iii) commercial paper issued by corporations rated 
Prime-1 or Prime 2 or better by Moody’s Investors 
Service, Inc. or A-1 or A-2 or better by Standard & 
Poor’s Corporation, or other corporate debt 
instruments rated at least Aaa or Aa or better by 
Moody’s or AAA or AA or better by Standard and 
Poor’s; and (iv) repurchase agreements with respect 
to any of the foregoing securities (but without 
limitation as to the maturity dates thereof). 
Applicant further states that all of its portfolio 
securities must have maturities of not longer than 
one year, or be subject to repurchase agreement 
usually maturing within not more than seven days 
from the date of purchase. Applicant further intends 
to maintain a dollar weighted average portfolio 
maturity of less than 120 days. 


According to the application, the net asset value per 
share of Applicant wil be determined on each 
business day as of the normal close of the New York 
Stock Exchange by dividing the total value of is 
portfolio securities and other assets, less liabilities, 
by the total number of shares outstanding. Applicant 
further proposes to compute its net asset value per 
share to the nearest one cent on a share value of one 
dollar. Securities for which quotations are readily 
available are valued at the mean of the most recent 
bid and asked prices. Other assets are valued at fair 
value under procedures determined in good faith by 
Applicant’s Board of Directors. If market quotations 
for particular securities are not readily available, 
then in determining fair value, such securities will 
generally be valued at prices based on market 
quotations for securities of similar type, yield, quality 


SEC DOCKET/1575 





and duration, except that securities with less than 


sixty days to maturity will be valued at amortized 
costs. 


Applicant states that it wishes to maintain a net asset 
value per share of $1.00; that it will be its policy to 
distribute daily, on each day it is open for business, 
all of its net income, increased or reduced by 
realized or unrealized capital gains and losses. 
Through a policy of distribution dividends on a daily 
basis and by “rounding off” its net asset value per 
share to the nearest penny, Applicant hopes that its 
net asset value per share will remain constant. 


Rule 22c-1 under the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof issuing any redeemable security 
shall sell, redeem, or repurchase any such security 
except at a price based on the current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or sell such security. Rule 2a-4 
under the Act provides, as here relevant, that 
“current net asset value” of a redeemable security 
issued by a registered investment company used in 
computing its price for purposes of distribution, 
redemption and repurchase shall be determined 
with reference to (1) current market value for 
portfolio securities with respect to which market 
quotations are readily available and (2) for other 
securities and assets, fair value as determined in 
good faith by the board of directors of the registered 
company. In Release No. 9786 the Commission 
issued an interpretation of Rule 2a-4 expressing its 
view that (1) it is inconsistent with the provisions of 
Rule 2a-4 for money market funds to value their 
assets on an amortized cost basis except with 
respect to portfolio securities with remaining 
maturities of 60 days or less and provided that such 
valuation method is determined to be appropriate by 
each respective fund’s board of directors, and (2) it 
is inconsistent with the provisions of Rule 2a-4 for 
money market funds to “round off” calculations of 
their net asset value per share to the nearest one 
cent on a share value of $1.00, because such a 
calculation might have the effect of masking the 
impact of changing values of portfolio securities and 
therefore might not “reflect” such funds’ proper 
portfolio valuation as required by Rule 2a-4. On the 
basis of the foregoing, Applicant requests an 
exemption, from the provisions of Rules 2a-4 and 
22c-1 under the Act, to permit its net asset value to 
be determined in the manner set forth above. 


1576/SEC DOCKET 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any 
provision or provisions of the Act or any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


In support of the exemptive relief requested, 
Applicant states that it is anticipated that, as a result 
of “rounding off” its net asset value per share to the 
nearest one cent on a share value of one dollar, 
Applicant’s price per share for purposes of sales, 
redemptions and repurchases, should remain at one 
dollar under normal circumstances. Applicant 
further states, however, that it would be difficult to 
maintain Applicant’s net asset value per share at one 
dollar if Applicant was required to value its shares 
within one tenth of one percent as is required under 


1C-9786. 


Applicant further states its belief that the institution- 
al and individual investors who are the potential 


stockholders of the Applicant are primarily 
concerned that the net asset value of their shares 
remain stable. The Applicant anticipates that such 
stockholders will use these shares of Applicant for 


cash reserves and balances and that the 
maintenance of a stable net asset value per share 
will be crucial to the purchase and holding of 
Applicant’s shares by them. Applicant further 
asserts that unfair treatment to stockholders of 
Applicant may result if the Applicant is unable to 
“round off” its price per share but must value such 
shares to within one-tenth of one percent, thereby 
accentuating variations in its share price. 


On the basis of the foregoing, Applicant submits that 
granting of the requested relief is appropriate in the 
public interest and consisterit with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant further agrees that the following 
conditions may be imposed in any order granting the 
requested exemptions. 


1. That Applicant’s Board of Directors, in supervising 
Operations and delegating special responsibilities 
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involving Applicant’s portfolio management to 
Applicant’s investment adviser, undertake—as a 
particular responsibility within their overall duty of 
care owed to Applicant’s shareholders—to assure to 
the extent reasonably practicable, taking into 
account current market conditions affecting 
Applicant’s investment objective, that the price per 
share of Applicant’s shares as computed for the 
purpose of distribution, redemption and 
repurchase, rounded to the nearest one cent, will not 
deviate from one dollar. 


2. That Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable price per share, 
and that Applicant will not (i) purchase an 
instrument with a remaining maturity of greater than 
one year, or (ii) maintain a dollar-weighted average 
portfolio maturity in excess of 120 days. 


3. That Applicant’s purchases of portfolio 
instruments, including repurchase agreements, will 
be limited to those United States dollar denominated 
instruments described above which the Board 
determines present minimal credit risks, and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 


rated, of comparable quality as determined by the 
Board. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 14, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such requesi shail be served personally or by mail 
upon Applicant at the address stated above. Proof of 

ce (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. 
Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, 
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including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11367/September 23, 1980 


In the Matter of 


INTERNATIONAL POWER SECURITIES CORPOR- 
ATION 

c/o Mr. William A. Stockel, Ass’t Vice President 

National Bank of North America 

80 Pine Street 

New York, New York 10005 


(811-456) 


ORDER TERMINATING REGISTRATION PURSUANT 


TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940. 


On August 28, 1980, a notice was issued 
(Investment Company Act Release No. 11320) 
stating that the Commission proposed, pursuant to 
Section 8 (f) of the Investment Company Act of 1940 
(“Act”), to declare by order on its own motion that 
International Power Securities Corporation 
(“International Power”), registered under the Act as 
a closed-end, non-diversified, management 
investment company, has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
International Power has created to be an investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of International Power 
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Securities Corporation under the Act shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11368/September 23, 1980 


In the Matter of 


THE GALAXY FUND, INC. 
7600 Jericho Turnpike 
Woodbury, New York 11797 


(811-1623) 


ORDER TERMINATING REGISTRATION PURSUANT 


TO SECTION 8(f) OF THE INVESTMENT COMPANY 
ACT OF 1940. 


On August 28, 1980, a notice was issued 
(Investment Company Act Release No. 11321) 
stating that the Commission proposed, pursuant to 
Section 8(f) of the Investment Company Act of 1940 
(“Act”), to declare by order on its own motion that 
The Galaxy Fund, Inc. (“Fund”), registered underthe 
Act as an open-end, diversified, management 
investment company, has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the matter would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that 
the Fund has ceased to be an investment company. 
Accordingly, 

IT !S ORDERED, pursuant to Section &(f) of the Act, 
that the registration of The Galaxy Fund, Inc., under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11369/September 23, 1980 


In the Matter of 


THE FIRST GUARDIAN SECURITIES 
CORPORATION 

20 Pine Street 

New York, New York 10005 


(811-535) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE INVEST- 
MENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that The First Guardian Securities 
Corporation (“Fund”), registered under the Act as a 
closed-end, non-diversified management 
investment company, has ceased to be an 
investment company as defined in the Act. 


Information contained in the files of the Commission 
indicates that the Fund was organized under the 
laws of the State of Maryland on November 25, 1947, 
and registered under the Act on November 26, 1947. 
The Fund filed a registration statement pursuant to 
the Securities Act of 1933 (“1933 Act”) on June 4, 
1948, in order to make a public offering of shares of 
its capital stock. Such registration statement was 
effectively withdrawn on January 31, 1949, following 
a proceeding pursuant to Section 8(f) of the 1933 
Act. On March 4, 1949, the Fund filed an application 
requesting an order of the Commission exempting it, 
subject to certain conditions, from the provisions of 
Sections 9, 10, 12, 13, 15, 16, 17, 18, 19, 20, 21, 23, 
25, 30, 32 and 33 of the Act. The requested order of 
the Commission was granted on March 17, 1949. 
See Investment Company Act Release No. 1279. 
This order required that the Fund file with the 
Commission current financial statements within 60 
days of the end of its fiscal year. Such financial 
statements were last filed for the Fund’s fiscal year 
ended December 31, i950. The files of the 
Commission indicate that on June 28, 1951, counsel 
for the Fund advised the staff of the Commission that 
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the Fund was no longer engaged in business as an 
investment company and was inthe process of being 
liquidated. In addition, this letter stated that the 
corporate charter of the Fund had been forfeited for 
the non payment of franchise taxes to the State of 
Maryland. Furthermore, the files of the Commission 
indicate that this letter was the last communication 
the Commission has had with the Fund. Thus, it 
appears that the Fund is not currently engaged inthe 
business of an investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any person may not 
later than October 20, 1980, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon the Fund 
at the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the matter will be issued as of course 
following said date, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11370/September 24, 1980 


In the Matter of 


MEXICO FUND 

Suite 318 

1150 Anchorage Lane 
San Diego, CA 92106 


(811-2409) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE INVEST- 
MENT COMPANY ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order on 
its own motion, that Mexico Fund (“Fund”), 
registered under the Act as a closed-end, diversified 
management investment company, has ceased to 
be an investment company as defined in the Act. 


Information contained in the files of the Commission 
indicates that the Fund was organized under the 
laws of the State of Californiaon November 25, 1970, 
and registered under the Act on September 11, 
1973. The Fund filed a registration statement 
pursuant to the Securities Act of 1933 (“1933 Act”) 
on Form S-4 to make a public offering of shares of its 
capital stock. The files of the Commission further 
indicate that on July 19, 1978, the Commission 
ordered this registration statement abandoned 
pursuant to Rule 479 under the 1933 Act and, thus, 
the Fund has never made a public distribution of its 
securities. Furthermore, the Fund has never filed 
any of the periodic reports required by the Act. Thus, 
it appears that the Fund is not currently engaged in 
the business of an investment company. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
cornpany has ceased to be an investment company 
it shall so declare by order, which may be made upon 
appropriate conditions if necessary for the 
protection of investors, and upon the taking effect of 
such order, the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than October 20, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
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for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Fund at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11371/September 24, 1980 


In the Matter of 

STATE BOND AND MORTGAGE COMPANY 
100-106 North Minnesota Street 

New UIm, Minnesota 56073 


(812-4726) 


NOTICE OF FILING OF AN APPLICATION 
PURSUANT TO SECTION 6(c) OF THE ACT FOR AN 
ORDER OF THE COMMISSION EXEMPTING 
CERTAIN LOANS FROM THE PROVISIONS OF 
SECTION 17(a)(3) OF THE ACT 


NOTICE IS HEREBY GIVEN that State Bond and 
Mortgage Company (“Applicant”), a Minnesota 
corporation registered under the Investment 
Company Act of 1940 (the “Act”) as a face-amount 
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certificate company, filed an application on August 
29, 1980, and an amendment thereto on September 
18, 1980, for an order of the Commission, pursuant 
to Section 6(c) of the Act, exempting from the 
provisions of Section 17(a)(3) of the Act certain 
government guaranteed student loans to be made by 
State Bank and Trust Company of New UIm (“State 
Bank”) to children of officers, directors and 
employees of Applicant. All interested persons are 
referred to the application on file with the 
Commission for a staterient of the representations 
contained therein, which are summarized below. 


Section 17(a)(3) of the Act, in part, provides that itis 
unlawful for affiliated persons of a registered 
investment company, or affiliated persons of 
affiliated persons of a registered investment 
company to borrow money or other property from 
any company which is controlled by the registered 
investment company. State Bank, a Minnesota 
chartered commercial bank, is a wholly-owned 
subsidiary of Applicant and thus is an affiliated 
person of Applicant. Section 2(a)(9) of the Act 
provides that a natural person shall be presumed not 
to be a controlled person but that any such 
presumption may be rebutted by evidence. 
Applicant states that although children of officers, 
directors and employees of it are presumed not be 
be controlled persons and therefore not within the 
scope of the prohibitions of Section 17(a)(3) unless 
such children are otherwise affiliated persons, State 
Bank is reluctant to make student loans to such 
children because of the possibility that evidence in 
some cases may rebut the presumption against 
control of a natural person. Because of the 
possibility that these student loans may violate 
Section 17(a)(3) of the Act, Applicant has filed this 
application. 


Section 6(c) of the Act, provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction or any class or classes of 
persons, securities, or transactions, from any 
provision or provisions of the Act or of any rule or 
regulation thereunder, if and to the extent such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant states that the contemplated student 


loans will be made pursuant to the Guaranteed 
Student Loan Program (“Program”), which Program 
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is administered under the Provisions of Part B of Title 
IV of the Higher Education Act of 1965 [20 U.S.C. 
1071, et. seq.] and the regulations promulgated 
thereunder [45 CFR, part 177]. According to the 
application, in Minnesota loans made under the 
Program are made by commercial lenders (or, in 
cases where such private money is unavailable, by 
the Minnesota State Student Loan Program) and are 
guaranteed by the Higher Education Assistance 
Foundation (‘“HEAF’’), a private, non-profit 
Minnesota corporation. Applicant further states that 
HEAF admininsters the Program in Minnesota and 
guarantees the repayment of 100 percent of the 
outstanding principal and accrued interest to the 
lender for each such student loan. The application 
also states that the federal government reinsures 
loans guaranteed by HEAF for 80 to 100 percent of 
the principal and accrued interest, with the 
percentage varying according to the default rate in 
each year, and that HEAF must maintain sufficient 
reserves to cover that portion of default claims for 
which federal reimbursement is not made. 
According to the application, these reserves consist 
of advances from the federal government and 
insurance premiums collected from the borrowers 
at the time the student loans are made. The 
Applicant states that the student loans are available 
in amounts not to exceed $2,500 per year for 
undergraduate students and $5,000 per year for 
graduate students and that the aggregate amount for 
such loans cannot exceed $7,500 in the case of an 
undergraduate student and $15,000 (including all 
undergraduate loans) in the case of a graduate or 
professional student. According to the application 
the annual rate of interest on such student loans is 
currently 7 percent as fixed by the Higher Education 
Act of 1965, but that to encourage lenders to 
participate in the Program, lenders receive a 
“special allowance” in order to ensure that the yield 
on the loans is competitive. The Applicant states that 
this “special allowance” is computed quarterly by 
the Secretary of Education (formerly the Secretary of 
Health, Education and Welfare) in consultation with 
the Secretary of the Treasury and other appropriate 
agencies, and is fixed at a rate of 3.5% below the 
average bond equivalent rate for 91-day Treasury 
bills sold during the quarter, rounded upward to the 
nearest 1/8th percent. The minimum repayment 
schedule, both as to amount and time, for such 
student loans is also fixed by the Higher Education 
Act of 1965. 


Applicant is of the opinion that, because of the 
restrictions and circumstances cited above, and the 
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conditions outlined below which Applicant has 
consented to, the requested exemption would not 
and could not result in overreaching on the part of 
affiliated persons, and that the investing public will 
continue to be fully protected from such overreach- 
ing. In this regard, Applicant notes that the stock of 
State Bank held by it is not deposited with its 
custodian as a qualified asset in order to satisfy its 
certificate reserve requirements under the Act, and 
thus states that the holders of Applicant’s face- 
amount certificates are not dependent on the 
financial condition of State Bank for the security of 
their investments. Applicant is further of the opinion 
that the requested exemption is in the public interest 
in that it would permit children of officers, directors 
and employees of Applicant to obtain educational 
financing otherwise difficult to secure, and would 
permit State Bank to make guaranteed loans 
yielding competitive rates of return. Finally, 
Applicant states that the exemption requested is 
consistent with the exemptions previously granted 
by the Commission permitting the making of real 
estate loans by State Bank to its officers, directors 
and employees and to the officers, directors and 
employees of Applicant, and that the considerations 
bearing upon the determination of this application 
are not significantly different from those relative to 
the previous applications. 


As conditions to the requested order, if issued 
pursuant to this application, Applicant consents to 
the following regarding any student loans made by 
State Bank to the children of any officer, director or 
employee of Applicant: 


1. The loans are to be student loans guaranteed and 
administered by HEAF and reinsured by the federal 
government pursuant to the statutory provisions and 
regulations of ine Frogram. 


2. State Bank shall not pay a finders fee in 
connection with any loan covered by the requested 
order, nor shall Applicant pay to State Bank a fee for 
any such loan. 


3. All loans covered by the requested order shall be 
made in accordance with the applicable State 
and/or Federal banking laws, including any 
applicable rules of the Federal Reserve Board. 


4. All loans made pursuant to the requested order 
shall be issued only to those individuals who are 
affiliated with State Bank by reason of their being 
children of officers, directors or employees of 
Applicant. 
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5. All loans, and the terms thereof, made pursuant to 
the requested order shall be in accordance with the 
normal lending policies of State Bank and shall not 
be inconsistent with any policies of State Bank or of 
Applicant. 


6. Any guaranteed student loan to one individual, 
which when aggregated with all such previous 
student loans to such individual, exceeds $5,000.00 
shall be approved by the Board of Directors of State 
Bank or by an executive committee thereof pursuant 
to delegated authority. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 20, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein wil! be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11372/September 24, 1980 


In the Matter of 


INTERCAPITAL INCOME SECURITIES INC. 
INTERCAPITAL LIQUID ASSET FUND INC. 


and 


DEAN WITTER REYNOLDS INTERCAPITAL INC. 
One Battery Park Plaza 
New York, New York 10004 


(812-4671) 


ORDER PURSUANT TO SECTION 10(e)(3) OF THE 
ACT SUSPENDING THE OPERATION OF SECTION 
15(f)(1) OF THE ACT FOR A PERIOD OF 150 DAYS 


InterCapital Income Securities Inc., a registered, 
closed-end, diversified, management investment 
company, InterCapital Liquid Asset Fund Inc., a 
registered, open-end, diversified, management 
investment company (collectively, the “InterCapital 
Funds”), and Dean Witter Reynolds InterCapital Inc. 
(collectively with the InterCapital Funds, 
“Applicants”’), adviser to the InterCapital Funds, 
filed an application pursuant to Section 10(e)(3) of 
the Investment Company Act of 1940 (“Act”) on May 
22, 1980, with an amendment thereto on July 1, 
1980, for an order declaring that, for purposes ofthe 
requirements of Section 15(f)(1) of the Act, the 
period for filling a currently existing vacancy on each 
of the InterCapital Funds’ boards of directors be 
expanded to 150 days. 


On August 7, 1980, a notice (Investment Company 
Act Release No. 11292) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is not inconsistent 
with the protection of investors. Accordingly, 


IT IS ORDERED, pursuant to Section 10(e)(3) of the 
Act, that, for the purposes of the requirements of 
Section 15(f)(1) of the Act, the period for filling a 
vacancy (created by the death of a director in March, 
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1980) on each of the InterCapital Funds’ boards of 
directors be, and hereby is, expanded to 150 days. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11373/September 25, 1980 


In the Matter of 


BROAD STREET INVESTING CORPORATION 
NATIONAL INVESTORS CORPORATION 
TRI-CONTINENTAL CORPORATION 

UNION CAPITAL FUND, INC. 

UNION CASH MANAGEMENT FUND, INC. 
SECOND UNION CASH MANAGEMENT FUND, INC. 
UNION INCOME FUND, INC. 

UNION SERVICE CORPORATION 

UNION SERVICE DISTRIBUTOR, INC. 

J. & W. SELIGMAN & CO. 

J. & W. SELIGMAN & CO. INCORPORATED 
One Bankers Trust Plaza 

New York, New York 10006 


(812-4294) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING 
PARTICIPATION IN PROPOSED TRANSACTION 


On August 28, 1980, a notice was issued 
(Investment Company Act Release No. 11318) of an 
application filed on April 19, 1978, and 
amendmenis thereto on March 13, 1980, April 10, 
and April 18, 1980, by Broad Street Investing 
Corporation, National Investors Corporation, Union 
Capital Fund, Inc., Union Cash Management Fund, 
Inc. (‘Union Cash”), Second Union Cash 
Management Fund, Inc. (“Second Union Cash”), 
Union Income Fund, Inc. and Tri-Continental 
Corporation, diversified, management investment 
companies (the “Union Service companies”) 
registered under the Investment Company Act of 
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1940 (“Act”); Union Service Corporation (“Union 
Service’); Union Service Distributor, Inc. 
(“Distributor”); J. & W. Seligman & Co. (“Seligman”); 
and J. & W. Seligman & Co. Incorporated (the 
“Manager”). The application requested an order of 
the Commission pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, permitting the 
externalization of the presently internalized 
advisory, management and distribution functions of 
the Union Service companies. The application also 
requested an order of the Commission pursuant to 
Section 17(b) of the Act exempting from the 
provisions of Section 17(a) of the Act sale of certain 
leasehold improvements held by Distributor and the 
furniture, furnishings, equipment and library now 
used by Union Service and Distributor to the 
Manager for cash in an amount equal to the higher of 
their appraised value or book value at the time of sale 
(established by an independent appraiser and 
approved by the Board of Directors of each Union 
Service company). 


On September 22, 1980, another amendment to the 
application was filed. This amendment, the filing of 
which was provided for in the above notice, 
describes the revised participation of Second Union 
Cash in the proposed externalization. The 
amendment states that the board of directors of 
Second Union Cash, at a special meeting on July 28, 
1980, after considering the effect of the abolition of 
the Federal Reserve Board’s reserve requirements for 
money market funds, determined that continuation 
of the operations of Second Union Cash as a money 
market fund would not be in the best interest of its 
shareholders. The directors of Second Union Cash 
determined that the best course of action for the 
shareholders would be the redemption of their 
shares in Second Union Cash and the reinvestment 
of the proceeds of such redemption in shares of 
Union Cash. According to the amendment, on July 
29, 1980, a notice was sent to all shareholders of 
Second Union Cash (other than that company’s 
investment adviser, Discount Corporation of New 
York Advisers) (“Discount Corporation”) informing 
them that on August 5, 1980, their shares in Second 
Union Cash would be redeemed and, unless they 
requested direct payment of the proceeds in cash to 
them, such proceeds would be invested on August 5, 
1980, inshares of Union Cash. Such redemption and 
reinvestment occurred on August 5, 1980; and since 
no shareholder of Second Union Cash requested 
direct payment of the proceeds of the redemption in 
cash, all shareholders of Second Union Cash on 
August 5, 1980 (other than Discount Corporation) 
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became shareholders of Union Cash. As a result of 
Discount Corporation not immediately redeeming its 
shares in Second Union Cash, Discount Corporation 
bore all of the approximately $21,000 in 
unamortized expenses which existed on the books of 
Second Union Cash. The amendment states that 
Second Union Cash presently has discontinued all 
operations. 


With respect to the participation of Second Union 
Cash in the proposed externalized advisory, 
management and ditribution arrangements of the 
Union Service companies, the above amendment 
states that the board of directors of each of such 
companies consented to the withdrawal of Second 
Union Cash from active participation in the 
Externalization Proposal. The only participation of 
Second Union Cash in the proposed externalization 
will be as a shell corporation. According to the 
amendment, the board of directors of each of the 
Union Service companies has concluded that the 
participation of each such company and of the 
service companies controlled by the Union Service 
companies in the proposed externalization, after 
giving effect to the withdrawal of Second Union Cash 
as an active participant, continued to be consistent 
with the provisions, policies and purposes of the Act, 
and to be on a reasonable and fair basis not less 
advantageous than that of other participants. In this 
regard, the directors have concluded that the 
withdrawal of Second Union Cash as an active 
participant in the proposed externalization had no 
material effect on the conclusions previously 
reached as to the valuation of the right to manage the 
Union Service companies and the compensation to 
be received therefor. 


Finally, the amendment of September 22, 1980, 
states that the board of directors of each of the Union 
Service companies on September 8 and 9, 1980, 
approved the sale of Second Union Cash to the 
Manager for cash in the amount of $11,200, withthe 
proceeds of such sale to be paid to Union Service 
and divided among the Union Service companies in 


accordance with their respective ownership 
interests in Union Services. According to the 
amendment, on September 8, 1980, a committee 
consisting of the disinterested directors of all the 
Union Service companies, after considering 
information provided it by independent legal 
counsel and an independent financial consultant, 
determined that Second Union Cash had a fair value 
of $11,200. This committee determined that it would 
be in the best interest of the shareholders of each of 
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the Union Service companies if Second Union Cash 
were sold for cash to the Manager at fair value as 
recommended by its independent financial 
consultant in connection with effectuation of the 
proposed externalization. In this regard, this 
committee determined that pursuing other 
alternatives (including possible sale of Second 
Union Cash to an outside party) would involve delays 
in the effectuation of the Externalization Proposal 
under circumstances where it would be in the best 
interest of each company and its shareholders to 
effectuate the externalization as soon as possible in 
order to remove shareholder uncertainty as to the 
future structure of the Union Service complex and to 
assure the retention of key personnel. This 
committee further determined that sale of Second 
Union Cash to the Manager at fair value as 
recommended by its independent financial 
consultant would be consistent with, and would 
facilitate, an important underlying objective of the 
proposed externalization, i.e., having the Manager 
establish and market new investment companies in 
order to increase the amount of assets under 
management. The board of directors of each of the 
Union Service companies determined, and the 
Applicants assert that the terms of the proposed sale 
of Second Union Cash to the Manager, including the 
consideration to be received from the Manager, 
would be reasonable and fair in all respects to each 
of the Union Service companies, would not involve 
overreaching on the part of any person concerned, 
would not involve the participation of any of the 
Union Service companies on a basis different from 
or less advantageous than that of any other 
participant, and would be in the best interest of each 
company and its shareholders. Applicants further 
submit that the proposed sale is consistent with the 
policies of each Union Service company and with the 
general purposes, provisions and policies of the Act. 


The above notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found, 
on the basis of the information stated in the 
application, that the terms of the proposed 
transactions, including the consideration to be 
paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person 
concerned, and that the proposed transactions 
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are consistent with the respective policies of the 
Union Service companies and with the general 
purposes of the Act. It is also found that the 
participation of the Union Service companies in 
the proposed externalization is consistent with the 
provisions, policies and purposes of the Act and is 
not on a basis less advantageous than that of any 
other participant. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the sale of certain leasehold improvements held 
by Distributor and the furniture, furnishings, 
equipment and library now used by Union Service 
and Distributor to the Manager for cash in an amount 
equal to the higher of their appraised value or book 
value at the time of sale (established by an 
independent appraiser and approved by the Board 
of Directors of each Union Service company); and 
the sale of Second Union Cash to the Manager for 
cash in the amount of $11,200 be, and hereby ‘s, 
exempted from the provisions of Section 17(a) ofthe 
Act, effective forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that said 
application to permit the externalization of the 
presently internalized advisory, management and 


distribution functions of the Union Service 
companies be, and hereby is, granted, effective 
forthwith. 


In granting the requested orders the Commission 
gives significant weight to the following: (1) the 
disinterested directors of the Union Service 
companies retained independent legal counsel to 
provide them legal advice concerning the 
Externalization Proposal and an independent 
financial consultant having experience with 
investment companies to prepare an analysis of the 
anticipated costs and benefits of the Externalizatiori 
Proposal; (2) the disinterested directors, based on 
information provided them by such independent 
legal counsel and financial consultant, have 
compared, and quantified, on a company-by- 
company basis the benefits which they expect will 
result from the externalization against the increased 
operating costs which will, at least initially, result 
from it in order to determine whether such costs and 
benefits are allocated fairly among all of the Union 
Service companies, or are weighed in favor of the 
Manager or Seligman; and (3) the disinterested 
directors, with the assistance of their independent 
legal counsel and financial consultant, have 
determined what value should be placed on the right 
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to manage the Union Service companies which is 
being acquired by the Manager in order to determine 
whether the benefits flowing to those companies 
under the externalization exceed the value of the 
right to manage them. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 9184/September 23, 1980 


U.S. v. FRED FLEISHMAN (E.D. Pa. Criminal Action 
Nos. 79-34 and 79-36) 


U.S. v. ROBERT ABRAMSON (E.D. Pa. Criminal 
Action No. 79-35) 


Peter F. Vaira, United States Attorney for the Eastern 
District of Pennsylvania, Paul F. Leonard, 
Administrator and Thomas H. Monahan, Assistant 
Regional Administrator (Philadelphia) of the 
Washington Regional Office of the Securities and 
Exchange Commission, announced that on 
September 9, 1980, the Honorable William J. Ditter, 
Jr., of the United States District Court for the Eastern 
District of Pennsylvania sentenced Fred Fleishman 
of Whitestone, New York, and Robert Abramson, of 
South Natick, Massachusetts, each to three years 
probation. 


Fleishman had previously pled guilty to one count of 
conspiracy in one indictment and two counts of mail 
fraud in another indictment for his role in devising a 
scheme to defraud investors in oil and gas drilling 
programs sponsored by Equity Service Corporation. 
Fleishman was sentenced to three years probation 
on each count, the terms to run concurrently. 
Abramson had previously pled guilty to one count of 
conspiracy and one count of mail fraud and was 
sentenced to three years probation on each count, 
each term to run concurrently. Fleishman and 
Abramson were president and vice president, 
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respectively, of Leverage Resources Corporation, a 
New York firm, which was engaged in marketing oil 
and gas programs of Equity Services Corporation. 


(For further information, see Litigation Release No. 
8675.) 





Litigation Release No. 9185/September 23, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
GENERAL HOBBIES CORPORATION United States 
District Court for the District of Columbia, Civil 
Action No. 80-1415 


The Commission announced today that on 
September 18, 1980, the United States District 
Court for the District of Columbia entered a Final 
Order enjoining General Hobbies Corporation 
(‘Hobbies’), of Philadelphia, Pennsylvania, 
restraining and enjoining Hobbies from failing to 
timely file timely periodic reports and ordering it to 
comply with certain undertakings. Hobbies, 


consenting to the entry of the Court’s judgment, 
admitted that it had filed reports in an untimely 


manner on 7 separate occasions. The Commission’s 
Complaint was filed on June 9, 1980. 


The Complaint had alleged that Hobbies, as part ofa 
continuing course of violative conduct extending 
over several years, failed to file timely with the 
Commission certain Annual Reports and Quarterly 
Reports required to have been filed. Hobbies has 
agreed to adopt certain procedures to assure timely 
filing of reports required to be filed under the 
Securities Exchange Act of 1934. 





Litigation Release No. 9186/September 24, 1980 


UNITED STATES OF AMERICA v. JACK C. PETTEE 
(W.D. N.C. Criminal No. A-CR-80-47) 
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Jule B. Greene, Administrator of the Atlanta Regional 
Office and Harold M. Edwards, United States 
Attorney for the Western District of North Carolina, 
announced that on September 8, 1980, a federal 
grand jury sitting in Asheville, North Carolina, 
returned an eight-count indictment charging Jack C. 
Pettee (“Pettee”), of Asheville, North Carolina with 
four counts of mail fraud and four counts of 
securities fraud in connection with the offer and sale 
of promissory notes of Thermal Belt Air Service, Inc. 
(“Thermal Belt”), a North Carolina corporation. 


The indictment charges, among other things, that 
beginning prior to 1973 and continuing to above 


The indictment charges, among other things, that 
beginning prior to 1973 and continuing to about 
October 31, 1977, Pettee engaged in a scheme to 
defraud’ purchasers of Thermal Belt promissory 
notes, by making misrepresentations of facts and/or 
omitting to state material facts, concerning: (1) 
Thermal Belt’s insolvency since 1968, (2) the 
company’s consistent history of operating losses, (3) 
the use of proceeds, and (4) the risks of the 
investment. Pettee, the president and a director of 
Thermal Belt, was previously permanently enjoined 
from violations of the registration and antifraud 
provisions of the Securities Act of 1933, the 
antifraud provisions of the Securities Exchange Act 
of 1934, and the registration and antifraud 
provisions of the Investment Advisers Act of 1940 in 
an action brought by the Commission in 1978. In 
that action, Pettee consented to the entry of the 
permanent injunction without admitting or denying 
the allegations in the complaint. 


The trial on the criminal charges has been set for 
November 4, 1980. 


For further information, see Litigation Release No. 
8447. 
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